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Continual emphasis on safety and training in safety 
practices have helped Cyanamid achieve one of the 
highest on-the-job safety records in the chemical field 
— which, itself, has established an enviable safety 
record among all industries. One plant, for example, 
has operated for the past sixteen years—since 1943 — 
without a single disabling injury! And because more 
accidents occur away from work than on the job, 
Cyanamid also encourages off-the-job safety con- 
sciousness ...in travel, recreation, home activities. 














As a result, safety is not a passive thing at Cyanamid 
but a dynamic factor contributing increasingly to both 
employee morale and operating efficiency. 


AMERICAN CYANAMID COMPANY 


30 Rockefeller Piaza, New York 20, N.Y. 
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Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


ORIGINAL PREFERRED STOCK 
Dividend No. 200 
65 cents per share; 


CUMULATIVE PREFERRED STOCK, 
4.32% SERIES 

Dividend No. 49 

27 cents per share. 


The above dividends are pay- 
able June 30, 1959, to stock- 
holders of record June 5. 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30. 


P, C, HALE, Treasurer 


May 21, 1959 





















SUNDSTRAND 


SUNDSTRAND 


CORPORATION 


o 
DIVIDEND NOTICE 


The Board of Directors de- 
clared a regular quarterly 
dividend of 25¢ per share on 
the common stock, pay- 
able June 20, 1959, to 
shareholders of record 
‘une 10, 1959. 


G. J. LANDSTROM 


Vice President-Secretary 


Rockford, Illinois 
Ma~ 19 1959 y, 
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te function of the telephone busi- 
ness is to serve the public and serve 
it well. 

It works two ways. We must serve 
well to prosper. And just as surely 
we must prosper to serve well. 


This doesn’t mean for six months 





or a year or a couple of years but on 





a continuing basis. For the telephone 





business, more than almost any 





other, is a long-term business. Al- 





ways we must keep building ahead 





to handle the needs of the country. 





Those needs ate growing every 
day. Just the gain in population 
alone gives some idea of their size. 


By 1970 there will be 40,000,000 
more people in the United States. 
More and more communications 
service and services will be required 
by people, industry and defense. 


Such progress can come only if 
there is reasonable freedom for busi- 
ness and the encouragement to go 
full steam ahead that comes from 
good earnings. The benefits are 
widespread. 


There is ever-increasing evidence 





that good earnings for the tele- 





phone company, with all that they 





We must serve well to prosper 


We must prosper to serve well 


of electronics invented at Bell Laboratories. 


UNDER THE SEAS AND INTO THE SKIES are two great advances in communications. 
Submarine cables enable you to telephone overseas as clearly as across town. Far up in 
outer space, U.S. satellites derive their radio voices from the Transistor, the mighty mite 


It's through such pioneering that the Bell 


System keeps opening new fields to make your service ever broader and better. (Solid lines 
show present underseas cables. Heavy dotted line is new cable now being laid to Europe.) 


mean in research, jobs and purchas- 





ing, are an important factor in the 





over-all economy of the country as 





well as in the best interests of tele- 





phone users. 


If earnings are less than the needs 
of the task, and all energies and 
judgment must be devoted to meet- 
ing the pressing needs of the mo- 
ment, it becomes impossible to do 
the best job for everyone. 


BELL TELEPHONE SYSTEM 


There is, indeed, no basis for the 
idea that the sure way to low tele- 
phone rates is to keep the company’s 
earnings as low as possible. 


Such a philosophy, by limiting re- 
search, efficiencies and the econ- 
omies of long-term building, would 
lead almost precisely to the opposite 
result . . . poorer service at a higher 
price than you would otherwise have 
to pay. 





















c. G. Wyckorr, Editor-Publisher 
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The Trend of Events 


OUR HIDDEN DEBT... As the Government’s fiscal 
years draws to a close, our Federal debt stands at 
the astronomic figure of $285 billions. This will be 
cut by $2 billions this month in order to meet re- 
quirements of our Federal] debt limit, which auto- 
matically drops to $283: billions on July 1st. This 
small reduction will be short-lived, however, since 
one of the top items on the Congressional Agenda 
will be a further boost in our debt ceiling to author- 
ize further deficit spending. 

Of course, the mere lifting of the debt limit will 
be a simple step compared with the actual raising 
of funds to pay for the free-handed spending and, 
at the same time, meet Federal obligations falling 
due. In August some $13.5 billions in debt is 
maturing for payment, while in the next twelve 
months a huge total of $71.2 billions falls due and 
must be paid. This makes no allowance for $51 
billions in savings bonds which investors can cash 
in at any time — a step that 


It is noteworthy that before he left office as 
Secretary of the Treasury, George M. Humphrey, 
submitted to the Senate Finance Committee a tab- 
ulation of these contingent liabilities — which then 
amounted to $288.7 billions. Since then, the Gov- 
ernment has increased this “under cover” debt by 
higher unemployment compensation, aid to depres- 
sed areas, and liberalized mortgage credit. 

One means by which the actual debt has been 
obscured from clear public view is through the 
“trust fund”, of which Social Security is one out- 
standing example. The specific taxes collected are 
channelled into the Treasury — which has been 
spending them. The Social Security reserves were 
merely credited by a bookkeeping entry — a situa- 
tion likely to boomerang, as this year, for the first 
time, payments for social security exceeded the 
inflow. 

The Treasury also guarantees the Railroad Retire- 

ment Fund and the Federal 





might easily be hastened if 
inflationary pressures gain 
momentum. 

There is a popular miscon- 
ception that if we paid off 
this $285 billions, the nation 
would be free of debt. Noth- 
ing could be further from the 
truth. There would still re- 
main a_ staggering hidden 
debt. 


regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


Employees Retirement Fund, 
with contingent liability esti- 
mated at $20 billions — as 
well as the trust set up for 
our vast Highways Construc- 
tion program. 

Recently, there have been 
welcome signs of resistance 
to further lengthening of the 
list of Government guaran- 

(Please turn to page 362) 


To keep 
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As 9 See Jt! 





by Charles Benedict 


WESTERN EUROPE IS TEARING DOWN TRADE BARRIERS BETWEEN THE STATES 
— WHILE THE U.S.A. IS PUTTING THEM UP 


c is interesting to note the “get-togetherness” of 
the European countries in solving their trade and 
financial problems, which inevitably must result in 
strong political alignments. 

The common markets springing up on the conti- 
nent arise from recognition of the fact that the 
allies after World War I made a great mistake in 
breaking up the interdependent entity of the Aus- 
tro-Hungarian Empire. This set adrift a number 
of small countries unable to fend for themselves 
economically or financially, each of whom tried to 
survive by raising tolls and tariffs against each 
other, making profitable trade impossible. 

The economic repercussions were so disastrous 
that their hard-won “self-determination” turned to 
disillusionment, because in practice they found the 
conception to be wholly idealistic politically, and 
utterly impractical economically. And the ensuing 
chaos made them a most vulnerable prey for com- 
munism. 


During the time that elapsed, the best minds in 
Europe recognized that the road to maintaining, 
assuring and strengthening the independence of 
their countries lay in building economic power, 
which they realized would, at the same time, insure 
greater political stability through collaboration. 

From this emerged first, the Benelux Group, and 
then the European Common Market, which set up 
free trade areas for the mutual advantage of mem- 
ber countries protected by a tariff against outside 
competition. 

And now, in addition to the European Common 
Market, which includes Belgium, France, the Fed- 
eral Republic of Germany, Italy, Luxembourg, and 
the Netherlands, seven other European nations out- 
side that common market are planning to set up 
their own free area, by the end of 1959, under the 
name Euromart. The participants included Britain, 
the Scandinavian countries, Switzerland, Austria 
and Portugal, who will meet next month to formu- 
late and agree upon a plan of collaboration. These 
seven nations intend to reduce tariffs on goods 
traded among themselves, but to retain their own 
existing pattern of duties on imports from other 
countries. 
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Such an alliance, together with the European 
Common Market, will strengthen the position of the 
West European countries both politically and eco- 
nomically, and will lessen the tension that has ex- 
isted on that continent for so many centuries, where 
the rivalries have led to one war after another. 

After all, each one of these countries have their 
own specialties, crafts at which they are the most 
skillful, and products they can produce more eco- 
nomically, and industrialization which can be 
operated by cooperative effort. 


A Similar Interdependence already Exists 
between the Various Member States that 
Compose the United States of America 


If you analyze the position of the individual states 
in this country, you will notice that they are inter- 
dependent in the same way as were the states com- 
posing the Austro-Hungarian Empire, and could not 
exist independently as self-contained units. There- 
fore it must be apparent that only great harm can 
come from taxing the products that cross state lines. 
It will disorganize and upset existing economic set- 
ups—disrupt distribution—and that this situation 
will also raise prices and produce a higher cost of 
living for our citizens must be clear. 

Since the United States possesses the greatest 
free market in the world, it is unbelievable that the 
Supreme Court of the United States should have 
handed down a decision that will tend to end free 
trade between the states and destroy the broad open 
market that was designed by our founding fathers 
to be operated on the basis of “One Nation—Indi- 
visible.” 

It is unthinkable that our highest court should 
have legalized such a backward decision—particular- 
ly coming at a time of major readjustment in our 
economy, which is being met with such courage and 
ingenuity by industry—and, at a time too, when 
there are the enormous opportunities existing for 
expansion and growth in our country that can raise 
us to new heights if our economic, political and 
financial affairs are handled constructively and with 
wisdom under a free national market. 

At the moment, it seems we not only have the 
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problem of over-coming disintegration in our finan- 
cial affairs—as pointed out in the article in this 
issue, “The Promise of Great Expansion & Growth 
Threatened By Deteriorating U. S. Financial 
Strength,” by Michael Stephen—but there are also 
the problems of creating a reasonable attitude in 
the unions, in order that we may stabilize the posi- 
tion of labor, which must take part in the construc- 
tive effort in building our future prosperity, which 
calls for the making of decisions that will sustain 
and bulwark our position, instead of tearing it 
down, as suggested in the article by Mr. James 
J. Butler, “Let’s Eliminate Preposterous Feather- 
bedding As First Step To Lower Labor Costs,” 





which also appears in this issue. 

Thus, on top of being obliged to solve such titanic 
problems, the Supreme Court’s obstructive decision 
adds a mountainous burden that should promptly 
be negated by the passage of a new law that will 
help us to maintain free markets which are impera- 
tive to our national well-being. 

So shocked were we by the ruling which permits 
each state to tax as it pleases the goods of any other 
state coming into its territory that we sent a copy 
of our article, “Will Supreme Court Decision End 
Free Trade Between the States?” (which appeared 
in the March 28th issue) to every Governor, calling 
attention to the harm that would result from the 
insidious and creeping destruction of the system 
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that made our country the greatest single free trad- 
ing area in the world. 


Response from the Governors of States 


The responses from the various governors have 
been very enlightening. In fact, we have met with 
the greatest understanding from almost every 
capital. 

Governor Christopher Del Sesto of Rhode Is- 
land said, “I have read the article with great 
interest and feel that you have performed a great 
service in bringing this matter to the attention 
of your readers.” 

Governor John E. Davis of 
North Dakota said, “I enjoyed 
reading this most interesting 
and informative article. It will 
be interesting to see what 
states, which do not tax the re- 
venues of out-of-state com- 
panies, will do as a result of 
the Supreme Court’s decision 
declaring that revenues from 
sales or services finalized with- 
in the state become subject to 
the same tax a domestic firm 
pays on its income.” 

Governor Harold W. Handley 
of Indiana in replying, calls at- 
tention to the high prices that 
would inexorably follow applica- 
tion of interstate tax levies and 
the regimentation of interstate 
trade. His letter follows, as well 
as the statement on his veto: 

“Thank you for the marked 
copy of the March 28 issue of 
The Magazine of Wall Street. 
The 1959 session of the Indi- 
ana Legislature enacted a bill 
with far-reaching effects for 
the rigid control and licensing 
of the milk producing and dis- 
tributing industry. 

“Tt also enacted a so-called 
‘fair trade’ bill of similar na- 
ture (HB 5). I vetoed both 
bills early in March, and for 
the same reasons. The enclosed 
copy of my veto message of 
HB 5 should give you a good 
understanding of how we feel.” 


House Bill 5 — Statement by Governor 
Harold W. Handley 


“The Indiana Attorney General has cast grave doubts on 
the constitutionality of House Bill 5. Moreover, the con- 
sumers of Indiana — and that means everybody — would 
suffer under the regulation proposed by the bill. 

“The free citizens of the sovereign State of Indiana have 
developed and prospered under a systm which encourages 
individual initiative and imposes as few controls as possible. 

“The government of the State of Indiana has not yet be- 
come the dominant force in the daily lives of its citizens. 
They have been able to handle their own affairs without a 
bureaucrat sitting at their elbows. 

“House Bill 5 proposes to establish minimum resale prices 
upon commodities bearing trade marks, brand names or 
producer’s names. It seems to (Please turn to page 362) 


313 








New Forces Shape Market Outlook 


Notwithstanding familiar adverse technical signs, it seems clear that no serious reversal 
in trend is in prospect at the moment, and that various individual issues are so favorably 
situated that they may be expected to withstand technical correction. But with a marked 
narrowing in business and profit gains ahead, new buying poses the kind of uncertainty 


that calls for caution. 


By A. T. 


D isturbing technical factors are becoming 
increasingly evident in spite of persistent strength 
in a comparatively small segment of seasoned equi- 
ties represented in the Industrial Average and other 
recognized market indices. To say that the “market” 
rose to an all-time high last week is misleading, for, 
as a matter of fact, a comparatively minor selection 
of the broad list established record peaks. In four 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR...CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 


DEMAND FOR STOCKS 
As Indicated by Transactions 
at Rising Prices 
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MILLER 


of the five trading sessions more stocks declined than 
advanced, and on Friday’s climb to a fresh peak by 
the Industrial Average, the volume of transactions 
fell to the lowest figure since mid-February. 

Trading activity slackened last month as prices 
rose — that is, prices of popular stocks represented 
in typical averages. The turnover in May declined 
to 70,968,740 shares from 75,886,965 in April, but 
the Industrial Average rose 18.73 points 
to 643.79 in the month, despite the fact 
that in three of the four weeks, more in- 
dividual issues declined than advanced. 
Group rotation became increasingly 
evident as interest converged on favor- 
ites that previously had been neglected. 
For short periods, strength appeared 
in steels, then shifted to electronics or 
to pharmaceutical issues and chemicals, 
Rails and machine tool stocks claimed 
attention at times, and for a few days 
gold shares featured the list. 

Such rotation of group popularity is 
a familiar characteristic of a mature in- 
termediate advance that signifies either 
a sizable corrective reaction or a side- 
wise movement in representative aver- 
ages while earlier gains are consolidat- 
ed. Also, significantly, the month’s most 
active session was May 7, when prices 
were falling, while the slowest day was 
marked by an advance in the Industrial 
Average to an unprecedented high. Un- 
less traditional technical manifestations 
have lost their import, one must surmise 
that increased overhead resistance is 
likely to develop. Of itself, the evidence 
of lost momentum is not necessarily 
bearish. It simply suggests that chances 
of reactionary tendencies have in- 
creased. 


Trends in Business Market Factors 
Reasons for gradual lightening of 
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month. Thousands of work- 
ers will be furloughed for 
a changeover to 1960 
models in the next two months. Thus market be- 
havior may be influenced more by prospective third 
quarter operations than by imminence of excellent 
earnings figures for the three months ending 
June 30. 





Technical Position 


In addition. signs of credit stringency are becom- 
ing plainer. The action of Federal Reserve authori- 
ties in raising the rediscount rate to 314 per cent 
came as no surprise in view of the earlier advance 
in the prime rate to 414 per cent. Although rising 
interest rates testify to good business, they hint of 
speculative excesses of one kind or another which 
may foreshadow trouble ahead. For example, stiffer 
money rates pose a problem for would-be home buy- 
ers and others who may be contemplating construc- 
tion projects. 

The picture provided by our market support chart 
(preceding page) deteriorated slightly last week. 
The favorable gap between supply and demand is 
only half what it was a relatively short time ago, 
but has not narrowed enough to represent warning 
of a sell-off. Comparative trading volume reflects a 
considerable watering-down of the earlier specula- 
tive enthusiasm. As heretofore, the daily ups and 
downs in individual stocks are in fairly close balance. 
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The number of daily new highs in individual stocks 


continues relatively small as compared with the 
showing at earlier stages of the market rise. 


Market Support Measurements 


Additional signs of internal deterioration devel- 
oped in the Market Measurements, which disclosed a 
narrowing of the favorable spread. Demand fell back 
4 points to 343, while Supply rose 5 points to 311, 
reducing the divergence in the lines to 32 points. 


Supply-Demand Factors 


At this or somewhat higher market levels, the 
supply of stock is bound to be increased appreciably 
by a further partial shift in corporate capital financ- 
ing to equity issues and/or convertible securities, 
tending to correct previous supply shortage. While 
institutional funds remain buyers on balance, total 
demand, already toned down, may become less ag- 
gressive as the usual result of advanced stock prices 
and excessive valuations of many issues. We con- 
tinue to advise retention of positions in good stocks 
held at advantageous prices. For new buyers our 
highway sign reads: “Caution — curves and rough 
spots ahead.” — Monday, June 1. 
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The Promise of ... 





Great Expansion and Growth Threatened 
by Deteriorating U.S. Financial Strength 


By MICHAEL STEPHEN 


® Today’s dollar worth 48c in terms of 1939 value — 
only 34c compared to 1913 dollar — with prestige 
on decline abroad 

® The dangers in the reluctance to buy government 
bonds — obliging Treasury to resort to short term 
financing although facing tremendous volume of 
short term debt coming due 

® How the serious inflationary aspects of increasing 
money supply brings higher costs and prices which, 
coupled with strait-jacket of enormous tax burden, 
destroys small business and threatens consumer buy- 


ing power 
> That necessary personal and corporate tax cut if our 
economy is to expand and grow — now stymied by 


inflationary government spending 


& What to do to strengthen our position at home and 
abroad — where strengthening of pound sterling 
— the mark — the French franc — have made Lon- 
don, Fronkfort, Zurich and Paris serious competitors 
of New York as financial centers 
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HILE public attention is concentrated on the 
impressive upsurge of business activity, 
signs of strain in the U.S. financial structure are 
causing increasing concern to perceptive people here 
and abroad. The U.S. has had periods of financial 
weakness before, but they have usually been related 
to special burdens of war as in the early days of the 
Republic and during the Civil War period. The para- 
dox today is that symptoms of financial instability 
are appearing just as the U.S. economy has recover- 
ed from the 1957-58 recession and is poised on the 
threshold of a new era of expansion and growth. 
For the first time in our history, we are entering a 
period of economic expansion with the all important 
underpinnings of financial strength deteriorating. 
Most Americans are not aware of the dangers a 
shaky financial position can represent to real living 
standards. We still live secure in the belief that we 
are the richest nation in the world, that others may 
have to live within their means but that we are 
exempt from the ordinary economic laws. 
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But the old and experienced hands at the helms 
of central banks and Treasuries abroad are too wise, 
too steeped in the hard school of experience to 
ignore the early signs of financial distress. The fact 
is that foreigners are much more aware than Ameri- 
cans of the danger of the growing toleration, if not 
acceptance, of some degree of inflation in the United 
States. They are much more sensitive to the implica- 
tions of an overload of public debt. To sophisticated 
foreigners the inability of the U.S. Treasury to sell 
bonds within the 414% legal interest rate limit, and 
the consequent resort to short-term floating debt, 
suggest the beginning of an old story which all too 
often has ended in economic distress. The gold out- 
flow represents foreigners’ edgy and early reaction 
to a gradually growing distrust of the dollar. 

It is a sobering commentary on the deterioration 
of our fiscal reputation in the world, that many 
nations which we have supported for years, and to 
whom we have freely given advice on the practice 
of fiscal responsibility, now question our sense of 
financial responsibility. It was President Eisenhow- 
er who revealed this on April 23, when he reported: 

The Secretary of the Treasury told me, when 
he came back from New Delhi a couple of 
months back, that he was questioned by twenty- 
one different governments as to our ability to 
pay our bills and therefore to keep the dollar 
as sound as it needs to be... 

The failure of people generally to pay more at- 
tention to developing financial weakness stems from 
preoccupation with the impressive display of 
strength and resiliency that our productive appara- 
tus has just given. Particularly impressive is the 
ease of the recovery from the 1957-58 slump. It is 
no small thing, after all the fears of a great postwar 
depression, that the U.S. economy has now weather- 
ed three postwar recessions and has held all ot 
them to moderate proportions. 

Furthermore, evidence for further expansion in 
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business abounds on all sides. Perhaps most con- 
vincing is the fact of what we have accomplished 
already. The Federal Reserve Board’s index of in- 
dustrial production in April moved up two points 
for the fourth successive month to a new high of 
149 (1947-49—100), a level 18% above its recession 
low a year ago. Particularly encouraging is the fact 
that the April gain in industrial production was 
only partly due to steel output, where high activity 
reflects stockpiling in anticipation of a steel strike. 
Instead, the April rise in industrial production re- 
flected a broadening out of the recovery, a catching 
up of sectors that had heretofore been lagging. 


Gross national product—the sum total of all 
goods and services produced by the economy—reach- 
ed a new high of $467 billion in the first quarter of 
1959, and there is no question but that the figure will 
be still higher when second quarter results are in. 

Growing confidence on the part of both business- 
men and consumers is being expressed in the most 
convincing way possible—with hard cash. Business- 
men, particularly in the last few months, have 
stepped up plant and equipment expenditure plans 
beyond levels previously projected. It now seems 
clear that plant and equipment outlays in 1950 will 
exceed by a considerable margin the $31.8 billion 
projected earlier in the year, and they could touch 
$35 billion a year by the fourth quarter of 1959. 


Consumers, for their part, have pushed total 
retail sales to successive new record highs this year, 
with a definitely stronger feel to consumer buying 
evident since mid-March. Automobile sales have 
shown the most encouraging spring pickup since the 
boom of 1955, and forecasts of sales of 6 million cars 
this year no longer seem high. Significantly, consum- 
ers in recent weeks have been showing a renewed 
willingness to go into debt for the things they need, 
the best measure of how confident they feel about 
the future. 
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1 Including public debt and guaranteed obligations. 
2 Excluding Victory Loan proceeds 
used to repay debt in 1946. 








is the widespread fear of infla- 
tion. Inflation results when we 
try to get out of the economy 
more than we put in, whether the 
attempt takes the form of the 
tremendous pressure on available 
resources characteristic of war 
periods, excessive wage demands, 
unjustified price increases, or 
vast expansion of: the money and 
credit supply on the theory that 
this can help us buy more. Infla- 
tion strikes directly at the most 
fundamental financial essential 
for orderly economic production 
and growth — a stable currency 
people can trust. 

We have already had too much 
inflation for the health of the dol- 
lar, though our record on infla- 
tion is better than that of most 
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Still on the horizon are the benefits to be derived 
from the massive highway building program of the 
Federal Government and the States, which will 
make feasible still further decentralization. This in 
turn implies development of new housing, indus- 
trial centers and broadened travel patterns of the 
people. Then there is the new St. Lawrence Seaway, 
opening up the heart of the Middle West to ocean- 
going steamers and providing a new force for eco- 
nomic development. 

Still further ahead are the benefits to be derived 
from vast programs of research being undertaken 
by industry and the Federal Government. The new- 
est breakthrough on the horizon is the conversion of 
saline water to fresh water by chemical and other 
techniques, for which the Federal Government is 
already constructing demonstration plants. Mean- 
while, nuclear energy research is going steadily 
forward. Not long ago the Chairman of the British 
Cunard Lines stated that nuclear power plants 
might be used in the ships planned to replace the 
Queen Mary and the Queen Elizabeth. The fact is 
that the billions of dollars spent annually for mili- 
tary research and development are extending the 
horizons of civilian industry, providing experience 
for professional and other skilled workers, expand- 
ing opportunities for investment in new materials, 
processes and products, and raising the prospect of 
living standards such as the world has never seen. 

The danger is that the brightness of all these 
possibilities will blind us to the realities of the hard 
work needed to get them. Some people already feel 
that the sky is the limit on our aspirations, that we 
can squeeze all we want out of the economy at our 
pleasure. But the fact is that we cannot buy more 
than the economy can produce, no matter how much 
money we borrow or print. 

It is time we recognized that efforts to get some- 
thing for nothing are already threatening the es- 
sential financial foundations of the most produc- 
tive economic apparatus the world has even seen. 


The Inflation Signal 


The clearest signal that we have yielded to the 
temptation of trying to get something for nothing 
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other nations. The common prac- 
tice is to gauge the value of today’s dollar in 
terms of the value of the 1939 dollar. With the 1939 
dollar taken as equal to 100 cents, today’s 1959 dol- 
lar is worth 48 cents. If we were to go back before 
the first World War and take the 1913 dollar as 
worth 100 cents, the value of today’s dollar falls to 
only 34 cents. 

This record is nothing to be proud of but, as the 
chart shows, the major declines in the value of the 
dollar have been associated with wars. It is not 
necessary to endorse all of our policies in those 
periods to admit that in considerable degree de- 
clines in the value of the dollar were an inevitable 
result of wartime pressures. In a sense, the wartime 
losses in the value of money were part of the price 
we paid for freedom. 

What is alarming foreigners and sophisticated 
men of affairs here at present is the rapid spread 
of doctrines that would make inflation a regular and 
normal part of our peacetime life. One example is 
the idea that it is shortage of money, not excess, 
which produces price inflation. Thus, Leon J. Keyser- 
ling, former chairman of President Truman’s Coun- 
cil of Economic Advisers, told the Congressional 
Joint Economic Committee in March that it is not 
easy money but tight money that “contributes to in- 
flation.” 

Mr. Keyserling’s idea is that inflation develops 
when the economy is moving too slowly and that 
the way to stop inflation is to push up government 
spending, flood the economy with easy money and 
get a boom going. This sort of reasoning is unortho- 
dox but not unprecedented. At one point in the great 
German inflation which followed World War I, 
caused by tremendous expansion in the volume of 
paper money, there was a demand that money be 
printed and issued still faster on the ground that 
there was a shortage of currency due to the even 
steeper rise in prices. Of course the inflation was 
not stopped until its cause, the over-issue of cur- 
rency, was corrected. 

Even more disturbing is the growing support for 
the idea that some degree of inflation is inevitable 
or even desirable. A case in point is Professor Sum- 
ner Slichter’s assertion that “inflation is an inescap- 
able cost of a desirable (Please turn to page 359) 
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HIGH-FLYING 
GLAMOUR STOCKS 


— Now losing Their Steam — and Why? 


By Walter Untermeyer 


N a part of the ocean near the 
| Rw lies a region abounding 
in squalls and calms, and light, 
baffling winds. Known as the Dol- 
drums, it was an area assiduously 
avoided in the earlier days of sail- 
ing vessels. Often the region was 
entered in error, and the ship’s sails 

would hang limp and the crew would grow thirsty. 

The stock market in many respects is like the 
ocean; there are areas where the trade winds blow 
profits and there are areas where changing industry 
conditions can cause a doldrum for the unwary in- 
vestor. 

There are many theories on how to invest, some 
old, some new—and most seem to have little practi- 
cality. One theory which seems to be currently 
popular places emphasis on those stocks which have 
outperformed the field, under the assumption that 
a market leader will continue to lead and that such 
a stock is a good buy on reaction. While followers 
of point and figure charts are usually only too will- 
ing to corroborate this theory, there obviousiy comes 
a point eventually when optimism runs rampant 
and the reaction turns inte a rcut. 





For Successiu! Investment 
It’s Timing and Value That Count 


The central point, then, in successful market in- 
vestment is timing. It is a mistake to buy stocks 
which have run their course, and it is a mistake to 
buy stocks which represent value but are, nonethe 
less, presently lying dormant. The secret lies m 
buying once a move is underway, and retaining com- 
mitmnents us long as price movements do not vastly 
outstrip real and foreseeable profits. To buy once a 
move has matured, can be disastrous. For example, 
we quote from a letter received recently from a 
valued client: 


Gentlemen: 


I recently purchased the following stocks at the 
following prices: 50 Raytheon @ 6614 
25 Thiokol @ 6614 
10 Polaroid @ 144 
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These stocks have taken quite a nose dive. Also 
I am very much concerned with what happened 
to Raytheon. Would you suggest holding it or 

taking a loss and getting out of it. 

Please advise me at once. You can send me a 
telegram collect if it is urgent that I sell immedi- 
ately. Thanking you for your prompt attention in 
this matter, I am, etc. 

The gentleman concerned laid out $6427 for these 
choices, an investment that at current price levels 
has declined in value almost 20% to $5440.25 in a 
relatively short period of time. 


Over-Ripe Fruit 


Raytheon is a typical example of changing market 
sentiment and a typical case of bad timing. While 
the stock is not particularly overpriced as electronic 
issues go, selling around 15 times estimated 1959 
earnings of $4.00 versus a 10 year average P/E 
ratio of 10.5, Raytheon became a victim of loss of 
sponsorship when it was removed from most recon- 
mended lists not long ago, and it appears that the 
stock’s spectacular upward move may be topping. 

Polaroid is another growth stock which has always 
sold at an exorbitant price-earnings ratio. Al- 
though the company’s earnings have more than 
doubled every two years since 1951, there obviously 
comes a time when enough is enough. In 1956 the 
stock sold at around 25 times earnings on the basis 
of average yearly price and year-end earnings; by 
1957 the P/E ratio was up to 29, and this year, with 
1958 earnings reported around two dollars, Polaroid 
is selling at 68 times 1958 results or about 50 times 
estimated 1959 earnings of near $2.50. At one point 
when the stock hit a peak of 14534, the price-earn- 
ings ratio was up to a whopping 58 times estimated 
year-end results. 

The same general factors are present in the case 
of Thiokol, now selling 30 to 35 times anticipated re- 
sults. Great dangers are inherent in analytical ne- 
glect of earnings, and when one does neglect 
such positive measurements, analysis enters 
the realm of fortune telling and trying to guess 
what P/E ratio the public might be willing to pay 
for an issue. And, obviously, when the earnings 
multiplier becomes so high, a fairly small difference 
in the earnings picture can cause considerably wide 
movements in price even assuming that the multi- 
plier remains constant. 


Electronics Group 


A look at the Electronics Group points up the 
seriousness of the situation. In July of 1958 when 
the electronics issues first began to really move as 
a group, the industry’s price as measured by Stand- 
ard & Poors group index taken as a percentage of 
the price of the Dow Jones Averages was only 70% 
and the P/E as a percent of the price earnings ratio 
of the Averages was merely 84%; the group ap- 
peared reasonably priced and seemed to represent 
good value. Today, however, the price of the elec- 
tronics stocks relative to the Averages has risen to 
118% and the P/E on the same basis has climbed 
to 120%; and, as the unfortunate investor quoted 
above probably realizes, the cream seems to be off 
the top of the move. 

Buying these electronics issues, or any other 























































Pertinent Statistics’ 
1955 -F 
Net Average 
Earnings Price- 
Price Per Earnings 
Range Share Ratio * 
AIR LINES:  - _ 
INN TIIUIOD: 5. nccescesccesscoscasncsicesons 292-2058 $2.32 10.7 d : 
Eastern Air Lines .....................:0:ccceeeeeee 58 -35% 5.32 8.8 ' 
Northwest Airlines .......................:00000 26'2-16% 1.80 11.7 : 
RUN MIIIIID io csicaassssccsccsscscaboacccouans . 49-34% 3.36 12.5 
ALUMINIUM: 
ec aiuehi 3912-24 1.61 19.8 ; | 
Aluminum Co. of Amer. ....................- 88 -55% 4.18 17.2 ‘ 1 
Kaiser Alum. & Chem. ...................00005 43%-2812 2.87 12.5 ; 
PRORIEIND TINIE pists cpscescessvonsesseccssaxcesse 60 -45 3.41 15.4 
DRUGS: 
LTO TIER 343-281 2.98 10.5 
I I och ainseccccachasesnséaoseedenties 3034-20 1.38 16.7 
PP CPOE Se TR enccccasccrcccosssnctsnccnsces 17 -11% ae 18.1 
ELECTRONICS: 
MII cs hekcscciexecsacessacesueniconssne . 25%4-13% 45 43.3 
Texas Instruments .. . 16%-10% 50 27.0 
I oi6 6s cai scbevasnsasbccasssiecebaserce 2812-17% 2.72 8.4 
FOOD CHAINS: 
SCN OO OT CE OT 3412-2712 1.90 16.3 
III aiccasscietsbionincentasSebseheaensianieise 20 -1234 1.29 13.1 
RMIPOENEIEY SHOIIOIOD ..ceserccccecscasecctusscoecces 2712-1812 1.12 20.5 
TOBACCOS, 
I IID ID, scacsconcascseconsvsansecooencees 1212-20% 1.04 15.8 s 
| naa 48%%-37'% 3.63 11.8 
Reynolds (R. J.) Tobacco ..................00 272-20 2.53 9.5 
MISCELLANEOUS: 
Brunswick-Balke-Collender Co. .......... 12 - 8% 95 22.1 
NINN TINIE fo ssnccsecesnsnciosacccnssvcnesstes 43%-331/2 2.33 16.5 
I lista Gs sidniinnbesdusecsdionsnnneactnnes 2712-14 .64 32.8 
BIND CIO eiincsccssessssccccsnscocosceseces 834- 5 19 36.8 
— — —— —_——— - ee 
*—Price-earnings ratio based on average price per year. 





issues for that matter, with the possible exception 
of the sounder investment grade stocks, at any point 
other than the beginning of a move becomes purely 
a matter of speculation on market psychology and 
some investors will inevitably be burned. Our solu- 
tion to the problem of how to avoid losses in this 
category of stock is to avoid new purchases after 
the P/E ratio has risen to unrational levels based 
on readily visible future profit potential. Steady 
profits is saner fare for making money in the mar- 
ket than some astronomical profits followed by a 
few heavy losses. 





Pie in the Sky 


Examining other group moves in recent years 
proves the validity of these arguments. The Airlines 
had their big move as a group from June of 1954 
to March of 1955, rising some 50% from a relative 
price of 98% of the Dow to 140% of the Dow, a 
move that would tend to indicate that the rise was 
largely due to a favorable change in investor atti- 
tude; for during the period the P/E ratio climbed 
on a relative basis from only 80% to 92% of the 
averages. “Few industries can match the excite- 
ment and romance of air transportation” began one 
rather extensive report at the time. The write-up 
went on to discuss the future of transportation and 
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tisti ; 
“J on Fast-Moving Issues 
[oa 1956 . 1957 IG semesters 
~ Net Average Net Average Net Average 
rning: Earnings Price- Earnings Price- Earnings Price- 1959 1959 
atio * Price Per Earnings Price Per Earnings Price Per Earnings Price Recent 
evened Range Share Ratio * Range Share Ratio * Range Share Ratio * Range Price 
264-22 $2.40 10.0 2412-14 $1.31 14.7 2534-14% $1.94 10.3 33%-24'8 28 
7 57%4-43'e 5.17 9.6 51%-27 3.21 12.1 38-298 2.34 10.0 46's-3378 39 
5 193-14 2.18 7.5 1758- 9% 3.56 3.8 33-10% 4.06 5.3 461-30" 38 
; 4434-3572 4.57 8.7 434-18 2.28 14.5 405-307 3.88 18.4 4072-307 38 
: 
_ 50 -33% 1.85 22.6 53-2712 1.37 22.2 3838-26 74 43.2 33%-27 29 
5 133%2-82 4.24 25.4 102 -59%4 3.55 22.8 9612-605 1.96 40.0 93%4-77 2 90 
; 4 7014-3478 2.72 19.3 4634-22 1.59 24.8 47%4-23 1.43 24.8 494-37 49 
- 85 -45'% 3.93 16.5 654-3258 3.28 14.9 781-32" 3.25 16.9 91%e-65'2 87 
; 4414-285 3.55 10.4 6114-41 4.07 12.5 78 -53% 4.38 15.0 1157%-68 113 
1 35 -245% 1.92 18.2 4412-292 2.20 17.0 8332-3634 2.53 23.7 9134-67 83 
; 19%-13% 1.18 13.5 21 -14% 1.89 9.2 452-175 1.89 16.6 452-3658 40 
: 1912-13 .23 73.9 23%4-16% 1.70 11.6 69-2112 3.08 14.9 73%-55 58 
4 185-1 158 72 20.8 3112-15% 1.11 21.6 86 -26%4 1.84 30.6 131 -61% 115 
2814-208 2.09 11.5 254-1814 2.76 7.9 6914-208 4.10 10.9 11734-9212 115 
; 3612-2912 2.43 13.6 375-2512 2.55 12.6 5212-3358 2.37 18.1 5652-46'2 51 
; 2434-17% 1.47 14.4 212-11 1.70 10.1 33-20% 1.76 21.0 345-277 28 
2534-20 1.68 13.8 2914-1814 1.71 14.0 494-26" 1.95 19.2 454-4014 43 
| 10%2- 712 72 11.6 17 - 7% 1.90 47 4412-16 4.02 7.5 4312-3814 39 
: 47 -392 4.06 10.7 47 -38% 4.50 9.5 62 -43 4.90 10.7 6512-59 59 
29 -2412 2.96 9.0 3312-26 3.08 9.7 455-32 3.80 10.1 57%-48 51 
. 
13%2- 9% 2.30 5.0 27 Ve-18%4 4.15 5.6 584-248 6.40 6.5 9930-4334 92 
505-3734 2.45 17.9 5712-40%4 2.55 19.1 74 -4852 2.57 23.9 91%4-75 83 
3434-1512 98 25.5 5314-30 1.44 29.1 10958-4312 1.86 40.2 14534-96" 127 
: -. 1612- 758 36 33.3 23%-13% 49 33.6 5434-2934 .68 61.7 72 -47\% 56 
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the increased passenger volume that would result 
from lower fares and the greater appeal to the mass 
market. While these prophesies eventually proved 
true, the weakness in the situation lay in the eco- 
nomics of the industry. 

Optimism about future earnings growth lay in 
the fact that the individual companies had a heavy 
cash flow due to the fact that airplanes were being 
depreciated over a 5 to 7 year period. The actual 
life of a plane was considerably longer, however, 
and the companies found that for several years 
after the war planes could be sold for considerably 
more than their written-down book value. It was 
widely believed that eventually the airlines would 
reach a stage where the benefits of high deprecia- 
tion could be translated into higher earnings. 

What actually occurred, however, was a different 
matter; the companies found that the second hand 
plane market became glutted and prices fell as a 
consequence. Furthermore, new equipment had to 
be bought in greater quantity and the bright new 
planes became much more expensive. It has taken a 
couple of years, but now the investing public seems 
to have realized that it will be some time before 
substantial earnings power develops. The investor 
optimism which failed to see through the glamorous 
haze has been punctured, and the price of the stocks 
in the group have come back to reality. 
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The Wonder of Aluminum 


The Aluminum stocks had their big rise from De- 
cember of 1955 until peaking out in June of 1956, 
during which time the price of the group rose from 
170% of the price of the Dow to the peak in June 
of 330%. During this period the relative P/E ratio 
rose only from 120% to 152% so here is another in- 
stance of a group selling on sentiment rather than 
facts; ultimately those who bought the aluminum 
stocks on romance rather than earnings reality 
came to grief. 

One serious study of the industry at the begin- 
ning of the move stressed the huge amount of alu- 
minum that would be used in the automobile 
business. Specifically, it was suggested that alumi- 
num usage would grow from 50 pounds per car to 
300 pounds per car, an amount sufficient to absorb 
the entire production of the industry. It was further 
suggested that aluminum would usurp much of the 
market for copper in communications and utility 
applications due to the metal’s greater capacity per 
pound as a conductor. The report went on to des- 
cribe in rosy terms the anticipated demands for 
aluminum in construction and container fields due 
to the weight and non-corrosive properties of the 
material. 

The upshot of these optimistic notions was that 


321 











the aluminum market dwindled because of the Gov- 
ernment’s decision to limit stockpiling, due to re- 
duced demands industrially, and because many of 
the new uses did not develop. In addition, the in- 
dustry had increased its capacity through both the 
addition of new facilities as well as the entrance of 
new factors such as Anaconda into the field. Finally, 
world prices sagged when Russia added her pro- 
duction to the available supply causing price cutting 
in the market. Although the future for aluminum 
is really bright, present prices for aluminum shares 
represent a more realistic appraisal of the fact that 
some years must elapse before this potential can be 
translated into earnings and, ultimately, dividends. 


Food and Fancy 


A group that had a sharp rise in the period run- 
ning from January 1957 to a peak that appeared 
several months ago was the Food Chains. During this 
time the price of the group rose from 72% of the 
Dow to 110% of the Dow, while the relative P/E 
ratio rose from 73% of the averages to 98%. En- 
thusiasm for the group developed in the midst of 
the recession when the theory was advanced that 
the industry was immune to the hardships of a 
slackening industrial pace. The idea was advanced 
that the constant modernization of plant through 
opening of new, more efficient and larger units, 
coupled with the closing of less profitable stores 
would result in constantly widening profit margins 
in an industry with historically low margins of 
profit. 

Given this overall plan, it seemed obvious that 
the larger and more solidly financed chains were in 
a better position to open new units. It was actually 
believed that the newer chains and the older chains 
with the smallest proportion of efficient king-sized 
units were in the best position to grow because in 
the case of the latter, profit margins could only im- 
prove while in the case of the newer chains the sta- 
tionary base was lower. Enthusiasm developed to 
the extent that stocks which had sold historically at 
a nominal 10-14 times earnings were accorded 
growth stock multiples and began selling at P/E 
ratios running anywhere from 15-20 times earnings. 
As the stocks peaked out, many investors suffered 
from the disenchantment that often arises when 
hopes fly high, wide and handsome. 

First, it was discovered that in some cases Food 
Chains are not 100% defensive and certain chains 
concentrated in Detroit or other areas hard hit by 
the recession found sales per store dropping off. 
Furthermore, anti-trust suits were filed against 
some store chains and in many cases the local grocer 
“wised-up” and converted his conventional market 
into a super-market operation. There does not ap- 
pear to be any real challenge to the supremacy of 
the chain operation in coming years, however, but 
it is evident that when stocks run to a point where 
they outdistance reasonable value based on normal 
prospects, correction is both normal and logical. 


Where Values vs Romance Pays Off 
The Tobacco stocks had their rise when the group 
climbed from 17% of the price of Dow Industrial 
Averages to 27%, bettering the performance of the 
Averages by some 50% in the same period, from 
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July 1957 to May 1958. During the same interval 
the relative price earnings ratio of the group rose 
from 70% of the P/E ratio of the Dow to 80%. 
The group is still selling on a relatively low earn- 
ings multiple relative to the historic P/E, and is a 
good example of a group which had a substantial 
move based on valuerather than romance. It may be 
said that the current low earnings multiplier of the 
group in relation to the overall market may be based 
on a changed investment status due to the risk from 
periodic health reports which could tend to curtail 
world smoking habits; but there is an element of 
risk in any business, and it is our feeling that the 
tobacco group’s market performance still fails to 
reflect fully the apparent underlying value. 


The Drug Industry started its rise in December 
of 1955 being priced then at 36% of the Dow on a 
relative basis, and is still in an uptrend, currently 
selling at around 70% of the Averages. Interesting- 
ly enough, the Drug group is still selling at the same 
relative P/E at which it sold at the beginning of 
the move, which would tend to indicate that despite 
the wonderful potential of wonder drugs in the 
world of tomorrow, the drug stocks are not yet 
overvalued because earnings on a relative basis 
have kept pace with rising stock prices. 


The Rocket That Fizzled 


The Uranium stocks are another example of a 
group which blasted-off more on hope than on care- 
ful thought and analysis. At the time of the move, 
the uranium companies looked like a lead |pipe 
cinch because all the leading producers had contacts 
with either the Canadian of U.S. Governments 
which guaranteed to take their entire production 
up to the years 1962, 1963, or 1964. By this time, 
It was assumed that facilities would be fully de- 
preciated and that even if Government demand 
disappeared at that time, a somewhat unlikely 
eventuality, stockholders would have cash in the 
till equivalent to their investment. In addition, it 
was said at the time that if and when government 
buying did cease, this would merely open the doors 
wider to a rush of purchasing by uranium-hungry 
private enterprises which were waiting anxiously 
rs cross the threshhold into the great new Atomic 

ge. 

Eventually, however, more sober heads prevailed 
and it was realized that the Governments’ needs 
were rather limited and that industrial usage in 
any large amounts would not become widespread 
for some time due to the fact that machines capable 
of harnassing atomic power were nowhere near 
full development. The basic picture is really un- 
changed however. There will be, in coming years, 
an ever increasing demand for uranium — but it 
may be decades before the payoff comes in dollars 
and cents for the producers. Now that this fact 
has been realized and accepted, most of the uranium 
stocks are selling at P/E ratios which make them 
more reasonably valued in the current market for 
the patient investor. Uranium stocks were most 
“fashionable” from early 1955 to about mid-1956 
then fizzled out. 

Conclusion 


In conclusion, it appears that stocks are, to a 
certain degree, a mer- (Please turn to page 362) 
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SELF-GOVERNING MEMBERS of the Commonwealth. 
1920. 


THE FEDERATION OF RHODESIA AND NYASA- 
LAND, which came into being in 1953, comprises Northern 





Rhodesia and Nyasaland, which remain Protectorates, and 
Southern Rhodesia, whose status as a self-governing Colony, 
with certain quahhcations, remains unchanged 
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? SOUTH WEST AFRICA. 
; assumed by the Union of South Africa on 17th December, 


DEPENDENCIES of Members of the Commonwealth, 

including Protectorates and Protected States. Barbados, 

Jamaica, the Leeward Islands (except the Virgin Islands), 
Trinidad and Tobago and 

federated in The West Indies. 


TRUST TERRITORIES administered by Members of the 
Commonwealth under trusteeship agreements with the 
United Nations. 


Territory under Mandate 





Some of the very small or practically uninhabited 
islands have been omitted. 
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The Spectacular Rise of 
Great Britain 


— A challenge to our markets and financial leadership 
By John A. Scali 


> Sweat and austerity are paying off in rebuilding Britain’s exports and 


gold balances 


> Why England expects to hold a lion’s share of America’s small car market 


— despite Big Three entries 


> British-Soviet trade negotiations — and the uneasiness they have aroused 


RADE-WISE Britain is grabbing a bigger and 

bigger share of the American market with a 
spurt in exports that has amazed even the most 
conservative British merchants. The booming sales 
of British products in the first quarter of 1959, 
coming atop an amazing 15 per cent increase in 
sales during 1958, is causing some American Gov- 
ernment officials to sit up and take notice. 

Britain’s resurgence comes at a time when 
American exports are slumping. Last year Ameri- 
can shipments overseas fell off nearly 15 per cent 
from the 1957 total. Trade policy makers in the 
Eisenhower administration aren’t too worried about 
1958’s backslide. They point out that 1957 was an 
abnormal year with the total value of exports 
swollen by emergency oil shipments to Western 
Europe after the Suez Canal was blocked. But they 
show signs of being disturbed that the figures for 
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1959 show the decline in American exports is con- 
tinuing, at a time when competition with the Brit- 
ish, West Germans, the Japanese and others is get- 
ting hotter and hotter. In the first four months of 
this year, American exports are lagging more than 
300 million dollars behind the nearly 6 billion dollar 
total recorded last year. At this rate the final figures 
would show a drop of more than a billion dollars 
with no solid sign of a pickup in 1960. 

Government trade experts caution against undue 
excitement over long-range prospects. There is no 
reason to believe, they say, that American industry 
—the world’s most efficient and versatile—won’t be 
able to turn out its products at a low enough cost 
to compete in the world’s commercial markets. Part 
of this advice reflects a fear that a clamor for higher 
tariffs may be whipped up in Congress by American 
manufacturers seeking to protect their traditional 
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domestic market. After a sober examination of all 
factors, the Administration’s commercial policy 
chiefs concluded there was no real proof thus far 
that American manufacturers, faced with higher 
labor costs than foreign competitors, have priced 
themselves out of the market. But, just the same, 
these authorities are scanning the newest trade 
statistics with some concern to make sure some new, 
potentially explosive commercial trend has not de- 
veloped. 


Increased British Trade a Positive Factor 


So far, these authorities are applauding rather 
than viewing with alarm the remarkable boom in 
British sales on the American market. This is all to 
the good, they say, because a robust, healthy Brit- 
ish economy is vital to the over-all economic health 
of Western Europe and the Free World. These 
officials—and the British—have many reasons to 
applaud. For instance: in March of this year—for 
the first time since 1865—the British sold more to 
the United States than they bought. In this record- 
breaking month, they exported nearly 79 million 
dollars worth of products, especially automobiles, 
machinery and whiskey. In the same 31-day period, 
their American imports amounted to about 69 
million dollars. 











U.K. Trade by Area in 1958 
(Percentages) 

U.K. Total U.K. 

Imports Exports 
RII IIR 6s ocs scaraancsanasestudaiagsoamaans 37.9% 44.1% 
TNE THON is iasnccssssseccncsnsnncsenaceivece 25.5% 26.1% 
RUMI, hsesbndinscdnckxidusucesiniatees UaekEstpiccsacceualenas 9.3% 8.7% 
EERSTE ce a reeme 8.2% 5.8% 
Soviet Union 1.6% 1.5% 
MUNI) iccasaniscinssasese 0.5% 0.8% 
Rest of World 17.0% 13.0% 














By any yardstick, this is a near-sensational show- 
ing, because added to the figures for January and 
February, it proves that British exports have 
jumped an amazing 22 per cent over 1958’s corres- 
ponding period. And to understand how this glad- 
dens the heart of British exporters, it should be 
remembered that 1958 was one of the best years in 
history for them. Exports to the United States 
leaped a highly satisfactory 15 per cent, offsetting 
most of the lag caused by the recession in sales to 
other parts of the world. Even then, Britain’s over- 
all export volume to all countries was only two per 
cent below the previous year. More importantly, the 
average export price of British goods fell only one 
per cent, while the price the British paid for their 
imports fell eight per cent. 


Has London Displaced New York as World 
Financial Center? 


All this added up to another significant record 
for the once hard-pressed British. In 1958, for the 
first time since the end of the war—and probably 
for many years before—there was a surplus on 
visible trade. This figure was an impressive 436 
million dollars, compared with a deficit in 1957 of 
162 million dollars. Prime Minister Harold Mac- 
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millan’s government in its annual economic survey 
in April termed this “a striking result.” In addition, 
to this trading surplus, the British chalked up their 
customary large gain in invisible transactions— 
such as shipping—bringing the net surplus in the 
balance of payments account to nearly one billion, 
300 million dollars. 

This in turn pushed Britain’s gold and dollar re- 
serves, once a cause of tremendous worry, up to 
nearly 10 billion dollars—their highest point in nine 
years. This is nearly 2 billion higher than the level 
the government considers “comfortable” for Bri- 
tain’s financial well-being. As a matter of fact, 
Britain’s gold and dollar reserves rose so Satis- 
factorily, that the government was able to repay 
installments totalling 520 million dollars on loans 
from the United States and Canada without any 
financial twinges. 

Britain’s prospects for 1959 appear very bright. 
Another big surplus in the balance of payments 
seems certain along with a further rise in reserves, 
an increase in industrial production and only slight 
increases in prices and wages. The British them- 
selves summed up their prospects with this key 
paragraph in their “Economic Survey 1959,” a 
document usually hedged with the most restrained 
comment: 

“At the beginning of 1959, the United Kingdom 
economy is undoubtedly much stronger than in 
previous years. Demand and production are 
rising and the economy can afford to expand more 
than in the past three years. Subject to the need 
to maintain a strong external position and the 
continuance of the recent record of price stability 
at home, the government’s policy is to do all it 
can to foster this expansion.” 


New Ease on Import Restrictions 


The announcement on May 28 from London that 
the Government had lifted restriction on some 
forty-five groups of consumers goods from dollar 
areas, was another sign of healthier economic con- 
ditions. The quota on American automobiles has 
been increased approximately 150 per cent, and a 
wide range of other products is listed to benefit from 
this relaxation on import curbs. To name a few:— 
a wide variety of canned and frozen foods, paints, 
soaps and detergents, plastics and domestic wood- 
ware and furniture. Of special interest, is the in- 
clusion of television and radar apparatus, aero 
engines, boats, light aircraft and railroad equip- 
ment. 

This action by the Board of Trade came as no 
surprise, for there was little point in Britain’s dis- 
criminating against dollar imports now that her 
currency had been made convertible. Both Canada 
and the United States should benefit, although no 
great increase in actual volume of trade is antici- 
pated by Britain as yet ... it is the pattern of her 
imports that is likely to change in the coming 
months. 

To keep our perspective clear however, it must 
be noted that Britain’s economy has been increasing 
at a fairly slow rate compared with the West Ger- 
mans, the Japanese, France and Italy. The average 
increase in the gross national product per year has 
been about 4 per cent from 1948 to 1957. It fell off 
to about 214 per cent last year because of the world- 
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wide recession. But this year, partly because the 
Government is taking some of the brakes off domes- 
tic demand, an increase of up to 5 per cent would 
not surprise many experts. 


British Motor invades American Markets 


Spearheading the added British impact on the 
American market is a single product—the automo- 
bile. Even as the West Germans are selling record 
numbers of their small economical cars to American 
buyers, the British are doing the same with 
even better results. Two-thirds of the increase in 
exports to the United States was accounted for 
by British automobiles. Last year, sales leaped a 





ploited this in their advertising, and can be expect- 
ed to step up their stress on this when Detroit auto 
makers rush their models into the showrooms. 

One of the reasons for the confidence that foreign 
auto sales will continue to boom is the unspoken 
belief that somehow the Detroit auto factories 
really won’t turn out a model that is actually -om- 
petitive. Many Britishers believe the Americai. ver- 
sion, when it is finally unveiled, will be larger, more 
expensive and not as handsome as their own 
product. 


Tax Relief at Last! 


The certainty of British elections sometime this 


sensational 60 per cent, 
with no signs that the 
demand of American 
customers for more is 
beginning to slacken. 

Automobiles have now 
moved far ahead of Bri- 
tain’s traditional biggest 
money earner—whiskey 
— with prospects that 
they will earn nearly 
three times as much as 
whiskey during 1959. In 
1958, the British shipped 
152,541 cars to American 
distributors, bringing in 
a total of 176 million dol- 
lars for the British Trea- 
sury. In 1957, the British 
exported about 90,000 to 
American buyers. New 
figures available for the 
month of March show 
that nearly 19 million 
dollars in cars alone were 
sold in that period. This 
was about twice the total 
value of machinery the 
British exported in the 
same month. 

The British regard as 
confidential the sales by 
make and model, but 








ECONOMIC DEVELOPMENTS IN 
GREAT BRITAIN 


Balance of Payments Surplus: The U.K. earned a 
a Balance of Payments surplus on current account 
of £455 million ($1,274 million) during 1958 com- 
pared with one of £263 million ($736 million) in 
1957. The main change was in visible trade which 
moved from a deficit of £58 million ($162 million) 
in 1957 to a surplus of £120 million ($336 million) 
last year. Invisible earnings at £335 million ($939 
million) were £14 million ($39 million) up on the 
previous year. 


Gold and Foreign Currency Reserves: The sterling 
area’s gold and foreign exchange reserves dropped 
by £6 million ($17 million) to £1,121 million ($3,139 
million) during March 1959. This fall, the first since 
September 1957, was attributable to the repay- 
ment of $200 million to the International Monetary 
Fund which was partly offset by a special receipt 
of £34.5 million ($97 million) under the support 
costs agreement with Germany and the surplus on 
ordinary transactions. 


Industrial Production: The all-industries index of 
industrial production (1954—-100) for February is 
provisionally estimated at 107 after making ad- 
justments for seasonal factors, indicating output 
was a little lower than in the previous three months 
and about 1 per cent to 1¥2 per cent below that of 
February last year. The result was partly due to 
an influenza epidemic but is nevertheless rather 
disappointing, in view of the fact that output a 


fall, probably in October, 
plays a big role in the 
status of Britain’s econ- 
omy at the present time. 
With the voters in mind, 
Prime Minister Macmil- 
lan’s Government unveil- 
ed a Budget on April 7 
which promises a 300 
million dollar surplus at 
the end of the year—and 
some 826 million dollars 
in tax relief for the heav- 
ily taxed Britisher. 

The tax cuts cover 
three categories: Income 
Taxes — reduced from 
4214 to 3834, per cent by 
standard rate; Corpora- 
tion Taxes—cut 10 per 
cent from the previous 
all-time high of 4834, per 
cent; and Purchase 
Taxes—lowered from 10 
to 214 per cent on a wide 
range of consumer items, 
such as cars, television 
sets, refrigerators, jew- 
elry, hats, gloves and 
shoes. 

The British are very 
sensitive to American 
criticism of these tax 
cuts at a time when the 
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trade sources report that 


heavily-taxed American 











the biggest sellers in or- 





won’t enjoy a similar 





der are: English Ford, 

Hillman, The General Motors Vauxhall, M.G. and 
Triumph. The English automobile manufacturer, 
despite his spurt in sales, is viewing the long-range 
future with some concern. He sees a cloud gather- 
ing on the horizon, namely, the decision by the 
American “Big Three’—Ford, General Motors and 
Chrysler, to introduce a small, economy model car 
of their own for the 1960 selling year. 

Despite this, most British auto makers are fairly 
confident this will not drastically cut down the de- 
mand for their products on the American market. 
The smaller foreign car, especially the British ver- 
sion with its rakish lines and high quality work- 
manship, is now pretty much a part of the American 
way of living, they believe. There’s a snob appeal 
in owning a foreign automobile that won’t be easily 
dimmed. Foreign auto makers have skillfully ex- 
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break partly be- 
cause his Government is continuing to pour out 
an average of 4 billion dollars ‘a year to help 
friendly foreign countries. In answer, they point 
out that whereas Britain did receive huge amounts 
of American foreign aid in the past, at present it Is 
receiving no such aid. Further, the British claim 
that their people, even with the tax cuts, will be 
paying 33 per cent of their income into taxes, as 
compared with 27 per cent for the American people 
—though this would certainly be challenged by our 
own citizens. British economists arrive at these 
figures by including all the so-called “indirect 
taxes” in the British total. It is this feature which 
they can claim as the big difference between the 
British and American economies. 

Regardless of explanations, there is no question 
that the average (Please turn to page 362) 
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KEFAUVER BILL to create a Federal department of 
Cabinet rank, to be devoted to promoting the inter- 
ests of the consumer, is gaining status in Congress. 
Already 24 Senators have affixed their names as co- 
sponsors, which means a minimum of 24 votes for 
the project even before it is calendared for commit- 
tee consideration. The list is an impressive one: for 
each Humphrey, Douglas and Morse, there is a 
Lausche, a Wiley and a Keating — all shades of 
economic thinking are represented. Labor, business, 
and agriculture have Cabinet-level departments 





WASHINGTON SEES: 


The democratic wire-pullers deny they are pur- 
posely doing nothing about the Senate-author- 
ized 60-day bipartisan investigation of unem- 
ployment, but their inaction speaks louder than 
their denials. 

This was to be Senator Lyndon Johnson’‘s ans- 
wer to the demand that the causes of joblessness 
be isolated and the cures developed. He introduced 
his 60-day study plan with dramatic flourish, 
ostentatiously arranged things so the findings 
could not be rejected on the grounds of political 
partisanship. And then he rammed the resolution 
through with Johnsonian finesse, reflected in the 
fact that there wasn’t a dissenting vote. 

The action moved then to the House side. The 
resolution went to the desk of the Senator’s fellow 
Texan, Speaker Sam Rayburn. And there it has 
reclined for almost one-half of the contemplated 
two months of study. Other pieces of Congression- 
al business have had a similar fate, and one may 
ask therefore why inaction on this proposition is 
noteworthy. The answer is that Johnson, et als, 
have run into coalition opposition to some of their 
programs, several of which have been pared 
down, one of which met a veto which the dem- 
mies couldn‘t muster votes to override. If a study 
of unemployment were to be made now, opposers 
of housing, aid to schools, relief of depressed 
areas could delay action by demanding postpone- 
ment pending completion of the 60-day inquiry. 
That could be dangerously close to recess date. 


















By “VERITAS” 


watching their interests. Kefauver contends the con- 
sumer, the aged, the unorganized worker, the sa- 
laried worker likewise are entitled to a strong 
“voice”’. 

COMPLAINTS by consumers would be received by the 
agency Kefauver envisions, but that is a less-impor- 
tant side of the project. The new bureau would make 
continuing economic studies and would inquire into 
production and distribution; it would study price 
levels, quality and suitability of goods. But, the 
Senator assures, the office would not set itself up as 
an arbiter of the respective merits of goods pro- 
duced by rival companies. Another approach is sug- 
gested in the Javits (N. Y.) Bill to create a bipar- 
tisan Senate committee to investigate economic 
problems of direct concern to consumers: sales and 
excise taxes, brand names, restricted selection 
which may be traced to restraint of trade and mon- 
opolistic practices. 

WILEY BILL to create a Hoover-type commission to 
lead the way to tax reform would be more enthusias- 
tically received if the sponsor, the senior Senator 
from Wisconsin, would spell out his precise objec- 
tives and give some notion of the methods intended 
to be invoked. Like scores of resolutions which pre- 
ceded it, the Wiley draft is all preamble and no law. 
It rings with familiar and oft-repeated language... 
“to make a top-to-bottom review of our tax structure 
and provide recommendations for plugging loopholes, 
ending inequities, eliminating unintended hardships 
and benefits. capturing escaping tax revenue.” Like 
predecessor bills, it lacks specifics. 

COMMERCE DEPARTMENT is studying the move by 
American companies to set up branches in the Euro- 
pean Economic Community. Between 1955 and 1957 
an average of seven companies in this category was 
the annual experience of the Netherlands; last year, 
23 American companies opened there. Names which 
have become familiar in the six nation market place 
include Underwood in Italy, Smith-Corona is Ger- 
many, du Pont in the Netherlands and Belgium, 
Chrysler in France, General Motors in Belgium, Con- 
tainer Corporation in Germany, Westinghouse Inter- 
national in France. 
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Gold mine for labor is seen in the pending wage- 
hour law amendments. The heavy oratorical guns of 
union headquarters have been put in place before the 
Senate Committee hearing testimony and the bombardment 
is heavy and intense: there are 6 million persons 
employed in the retail trades, only a fraction of them 
organized. The initiation fees and the dues of millions 






































Building trades wages have zoomed over 
the past year, the Bureau of Labor 
Statistics finds. In January, the average 
hourly earnings of all workers in 
building construction amounted to $3.19 — 
up almost 4 per cent from one year ago. 
Because of the spreading use of long-term 
labor contracts, wage rates will continue 











of new members has AFL-CIO drooling with hopeful 
expectation. The retail industry operates on a 

small profit margin and accounts for about 50 per 

cent of the business failures. It is estimated that 1.5 
million are part-time workers. The amendments would 
exempt employers doing less than $500,000 business 
annually but they compete in the same labor market as 











the "Ma and Pa" stores. If the hourly rate goes 


from $1 to $1.25, small operators say it will become 








uniform pay. 





consideration is an increase from $4 to 
$5 in the export subsidy (that is the 

amount of difference between what the 
mines are asking and the Jap industrialisis 
are willing to pay over a long term) ; 

and extension of seasonal unemployment 
insurance benefits through the summer 
months. 

















to rise through the current calendar 
year. Over the past decade, the official 
reports show, wage rates have risen twice 











as rapidly as materials prices. Between 
1949 and January 1959, average hourly 
earnings in building construction rose 
from $1.94 to $3.19 — a gain of 65 per 
cent. In the same period, the overall 
price of building materials went up 50 
cent. Taken together, and including 
allowances for overhead costs, financing, 
taxes, and an adjustment for changes in 
productivity, the cost of constructing a 
given home has risen 33 per cent since 
1949. 











Canada’s Coal Industry will be given a 
needed shot-in-the-arm by an increasing 
sheaf of orders from Japan. It began 
with an order for 10,000 tons. The 
mining towns of Western Canada have been 
in bad shape economically due to 
increasing unemployment and loss of 
markets. They presented their plight to 
Ottawa and negotiations for better 
markets in Japan began; prices had been 
the holdup. It will require more than 
expressions of encouragement from the 
Dominion Government to solve the 
problems. Suggested, and under favorable 
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Competition with coal for fuel purposes 
is having a depressing effect on the 
industry on both sides of the Inter- 
national Border. More so to the north 
than in the United States, it is 
believed. Production in Alberta declined 
from 3.1 million tons in 1957 to 
2.5 million tons in 1958. So long as 
there is the present large surplus of 
oil and natural gas trying to finda 
market and being sold almost at cost of 
production this situation will continue. 
Use of the "automatic fuels" has 
increased throughout Canada. That, plus 
the railroads trend to diesel engines, 
take a heavy toll in the coal economy. 
Hope is seen in increasing use of coal 
for electric power production. A similar 
pattern has come to light in the United 
States. Of a total coal consumption here 
in 1957, amounting to 414 million tons, 
38 per cent was purchased by electric 
power utilities. 






































Private Financing will be Sought by the 
Steamship industry in amounts aggregating 








—S ——— —— ——————_ CU — 


years. The financial growth and strength 
of the privately-owned-steamship com- 
panies started this program. By the early 
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1970s, 15 steamship lines will replace 
276 dry-cargo and passenger ships at a 
total cost to industry and Government 

of more than $3.4 billion. These vessels, 
plus 33 new ships built since World 

War 2, comprise the backbone of the U.S. 
Merchant Marine for defense and commerce. 
There are two chief reasons why the lines 
will reach out for financing from 
private sources in unprecedented 
amounts: The Government is encouraging 
private financing in lieu of funding 

from public monies previously available: 
new ships will cost four to five times 




















inflation and design improvements. 
Treasury insurance of bonds may be 


sought. 








Litigation Follows Tax Rise, especially in 
the business area. The more money a 
company must pay out the more likely it 
is to insist upon its rights of deduction 
and other statutory privileges. Since 
1947, tax litigation involving Justice 
Department action has tripled. In dollar 
amounts the rise has been even more 
pronounced: back in 1947, only about 
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tax cases in District Courts and the 
Court of Claims; today the figure is 
in excess of $600 million. 

As of a recent date, a tabulation showed 
there were 16,000 cases pending in all the 
federal courts (including the Tax Court of 
the U.S.) which involved more than $1.6 
billion or an average of almost $100,000 a 
case. The importance of this litigation from 
a Treasury income standpoint cannot be 
adequately measured alone in terms of 
cases or dollar amounts involved. The 
precedents set in many of the decisions 
controls the ultimate disposition of untold 
billions in the ordinary processes of 
revenue collection. 



































Federal-Aid Highway programs are on 
schedule, with $7 billion obligated in the 
three years of operation on the intercontin- 
ental grid. Money is "obligated" when con- 
struction contracts are advertised and 
when surveys and plans or right-of-way 
acquisitions are authorized. The enabling act 
passed by Congress contemplates spending of 
$25.625 billion through Fiscal Year 1969, on 
the interstate and defense highway system. 
But the law did not anticipate and provide 
for increased costs which arose as aresult of 














inflation and labor demands. Result will bea 
deficit in the Highway Trust Fund beginning 
July 1 and continuing to June 30, 1963. The 
White House proposed to meet that problem 
and continue allocations of money on 
schedule, by increasing the Federal gasoline 
tax. As of this moment it appears another 
solution must be found: Congress is not ina 
mood to boost tax. 




















White House vs. Congress — Planned spending 
involved in the executive budget as opposed 
to the legislative programs differs to the 
tune of $14 billion dollars, on six non- 
defense bills alone. Clearly, enactment of 
any considerable part of the democrat- 
sponsored measures must mean more taxes, 
deficit financing, or sacrificing tax 
reductions for many years to come. The six 
Spending measures are housing, civilian 
airport construction, area redevelopment, 
federal aid to education, community 
facilities, and water pollution control. 

The President proposed to spend $2,496 
million on these fields over the next 

six years; the Congressional program adds to 
$16,335 million in the same period. 

Except for aid to education program and 
parts of the housing layout, enactment of 
the "spender" version would not have an 
especially great impact on 1960 Fiscal Year 
expenditures. The time lag between making 
commitments and disbursing the funds 
account for that. The first year would see $2 
billion spent. On an ever-increasing scale, 
annual payout would be $6 billion by the 
fourth year. Such an operation would serve to 
commit Congress and the Nation toa 
financial strait-jacket and seriously 
impair capacity to cope with arising 
emergencies in any way other than by 
aggravating the fiscal situation. 

































































Relations With Canada are not improved by 
the United States policy of barring shipments 
of shrimp from Communist China to the 
Dominion to pass over American territory. 
The regulation on which this prohibition is 
based is intended to prevent the Red 
Government from gaining dollars through 
trade here. In the case of shrimp to Canada, 
its application lengthens the route, 
increases the price of shrimp in destination 
cities. But it deprives the Chinese of 
nothing at all. The legal basis of the ban is 
unquestioned. Neither is the diplomatic 
effect in doubt. It's bad. 




















328 





THE MAGAZINE OF WALL STREET 














© Railroad featherbedding costs Nation fantastic 
sum of $500 million a year — responsible for 
serious cuts and dislocations in commuter and 
other services ... altering basic relationships 
between States. 

& Staggering price paid in featherbedding for 
Labor peace in the building industry . . . and 
new laws designed to deal with these oppres- 


HE heavy hand of union featherbedding and 

other labor cost-zooming schemes wrings bil- 
lions of dollars annually from business, industry, 
and the general public for work that is not per- 
formed, because it was never intended to be per- 
formed, and for manpower wasted through a 
pattern of thinly glossed-over payroll loadings. 

Not all of it is illegal. Some of the abuses are 
written into management-labor contracts. But that 
fact alone isn’t a guarantee of legality because its 
purpose is more to buy labor peace than to concede 
propriety that keeps the exactions in operation. One 
of the schemes fell before a Department of Justice 
proceeding last year: it was determined to be a 
violation of the antitrust laws. One might think that 
success in that issue, which involved building 
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Let's Eliminate 


PREPOSTEROUS 


FEATHERBEDDING 


AS FIRST STEP TO LOWER LABOR COSTS 
By JAMES J. BUTLER 


sive practises. 

®& The added drain on Government mortgage 
money saddled with unjustified building costs— 
what it means in taxes to all of us. 

& The flagrant and costly abuses in newspaper 
publishing, entertainment and other fields. 

> What it means to all of us in low income /higher 
costs—taxes—and as investors. 


tradesmen, would inspire more employers to assert 
their rights, the Government to move on additional 
fronts, and Congress to throw a protecting arm 
around the citizenry by strengthening the monopoly 
laws. None of these materialized, so the super tax 
collector which is featherbedding in its many forms, 
goes on, and expands. 

There still is time this year for Congress to legis- 
late in this area of economic bludgeoning by trade 
unionists. The disposition to do so seems to be mis- 
sing. One of the most serious manifestations of 
featherbedding is the work rules contract between 
railroads and their employees which expires this 
Fall. Its terms border on the fantastic, but all of it 
is true—true to the extent of costing the nation the 
staggering sum of $500 million a year. That means 
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H—Highest Cost. 


*The data are based on a survey by the Federal Housing Ad- 
ministration, on the basis of a one story frame dwelling of 1138 
square feet without b t, containing three bedrooms, living 
room, dining space, kitchen and two bathrooms, one with tub and 
one with shower. The estimates do not include costs for heating, 
the lot or land development, seeding or sodding, planting, carry- 











Variations In Construction Costs * 


(as of January 6, 1958) 









Grand, Rapid, Mich. .................... 


CITY cost CITY COST CITY cOsT 
ZONE |! ZONE Il! ZONE V 
I I Ba csceenssnacceasenssoamnaecs $11053 IN ies sscicsceSnuerersanamicwioas $ 9944 IR, JUNIE cciiccnswehisasadesmdlabions 
ee NERA OR 10235 Birmingham, Ala.  ........................ 10287 NN a coc reunasenns 
Boston, Mass. ..... 10506 I Ie sai ccatsscncisicesdaniaonnca 9224 Houston, Texas ................ 
Buffalo, N. Y. ..... 12579 IG Re Mes. cicsccockssscoccasocsscces 9701 Kansas City, Mo. ............ 
INI | RS ss iccasscnasssasacsastsaese 10746 I a ccaseuse 9193L Little Rock, Ala. ......0....... 
IN NIN ais ciccccchcatccawnstccis 11310 NE iccscsnasconssuniasaadeasesous 11009 New Orleans, La. ............ 
IO scsavnssninossscusvescatevsnen 10232 I, FIINE sccccccascesrcctscciiesents 9391 Oklahoma City, Okla. .... 
PR TE, BB. vccccccccesssseccsccises 9970 et SE ene ieee 11560 Be I GIS Scceccccscasceess 
PUN Rs By San csscccscisnsiencesnacs 10781 TN IINS csctackcpesénssanevcsnsdesiseuasade 9853 Topeka, Kansas 
ZONE Il ZONE IV ZONE Vi 

INI TINNED is Svncycascencsoseacshonconcs 11055 NG FEIEY ss caecanesasconseneesasusais Rent 14007H ID soci secaeccisusniintopinakennes 
I SU A at aad cskek 10201 Cincinnati, Ohio 11868 ae 
Charleston, W. Va. .................000. 12665 Cleveland, Ohio 13109 Los Angeles, Calif. . 
District of Columbia .................... 10298 Des Moines, lowa 12178 Phoenix, Arizona ..... 
I oo cscs ckandisucnsssbas 10498 aoc nacgh ciisabiekseectiad 11385 UE NOIR, as ncsnccsxescscesssaceicke . 10687 
Philadelphia, Pa. ................00:0006 10079 11376 Ee eee 
Pittsburgh, Pa. ....... 11731 Indianapolis, Ind. ............ 11375 Sacramento, Calif. ......... 
Richmond, Va. ....... é ve 10314 Milwaukee, Wis. .............. 11900 San Francisco, Calif. ...... 
MPTIO, DOE .....iscccssccsccessneses 10084 Minneapolis, Minn. .................00. 11378 NE MIN, cssipcavccdcacestinsrsdeanice 10966 











L—Lowest Cost. 


ing charges during construction, financing, fire and hazard in- 
surance, architectural services and marketing expense. Range, 
refrigerator and clothes washer are omitted. The estimates include 
costs for materials, labor subcontracts, public liability insurance, 
unemployment insurance, workmen’s compensation insurance, social 
security tax, sales taxes, incidental job costs, overhead and profit. 














10 per cent of all rail revenues and it adds a toll of 
5 per cent to passenger and freight shipping costs 
and a minimum of 10 per cent to the railroads 
annual $5 billion payroll. 

The cost of useless crew positions on trains has 
been estimated at $300 million a year. This includes 
pay for firemen who tend no fires on modern diesel 
locomotives, brakemen who handle no brakes on 
power brake-equipped freight trains. 

Canada moved against similar abuse of union 
power last year. A Royal Commission conducted 
lengthy examination and ruled that firemen serve 
no useful purpose on diesel locomotives. It ruled 
that “their functions have either totally disappear- 
ed, or are a mere duplication of what is discharged 
by another or others.” 

tequirements for unneeded workers on the rail- 
roads do not always look for their force to the bar- 
gaining agreement products. Excess crew laws and 
regulations have been enacted in 23 states under 
the cloak of “safety rules.” 

The dictionaries define featherbedding as “re- 
quiring an employer to pay unneeded workmen, 
or to pay for unnecessary or duplicating jobs, or 
limiting the amount of work to be done in a day 
as a means of stretching work.” The illustrations 
are legion, but a few stand out. 


As True of the Building Trades as of the Rails 


In the only recent case of its kind in which the 
United States Government moved, the practice fol- 
lowed a pattern common to the building trades in 
several parts of the country. The legal theories 
supporting the position taken by the Department 
of Justice are as applicable in many other indus- 
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tries as they were found to be in this instance. If 
carried to their reasonable conclusion, these rules 
might well quash the featherbedding laws of many 
states; they simply would fall under the weight of 
unconstitutionality. 


The Government Acts 


The facts, and the law, of the antitrust action 
against Local 27, Brotherhood of Painters, Decora- 
tors, and Paperhangers of Chicago, support that 
statement. The Chicago union and the Hamilton 
Glass Company were charged in a civil antitrust 
action with engaging in a combination and con- 
spiracy in unreasonable restraint of trade, in viola- 
tion of Section 1 of the Sherman Act. The suit later 
was dismissed as to Hamilton Glass Company. The 
company together with others cited glazing con- 
tractors engaged in the business of furnishing and 
installing flat glass in the City of Chicago. The 
complaint set out that the glazing union, backed by 
the supplier and contractors, demanded that glazing 
(installation of glass panes in window and door 
frames) be performed at the site. To enforce this 
union ukase, money was exacted by the union from 
builders and general contractors who used pre- 
glazed products. The effect of this, said the govern- 
ment’s bill of particulars, was to deny to the public 
the benefits of cost savings in the use of pre-glazed 
products. 

Pre-glazed sash is defined in the complaint as 
consisting of windows and doors in which the glass 
is set and glazed in factories rather than on the 
construction job site. Other pre-glazed products are 
medicine cabinets, showcases, shower doors, and 
similar products. Much of the factory-prepared 
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RAILROAD LABOR FEATHERBEDDING 
PRACTICES 


> A 7-hour run from Minneapolis to Chi- 
cago requires three engine crews. This costs 
the railroad, under the 160-mile basic-day 
wage rule, four basic days wages for only 
8, hours work. 


& The engineer who pilots a passenger 
train between New York City and Washing- 
ton collects 2, days basic pay for a run of 
about 4 hours, over 225 miles of track. After 
a few hours lay-over he takes the same train 
back to New York, thereby collecting 41. days 
pay for a total time spread of 14 hours, little 
over 8 hours actual work. 


> A streamliner takes 90 minutes to make 
the 91l-mile run from Minneapolis to Willmar 
—but the engine crew draws nearly a full 
basic day’s pay. 


> A passenger train makes the New Or- 
leans to Chicago run in just over 16 hours and 
each member of the engine crew draws 9 basic 
days pay. 


> The engineer running a train between 
Boston and New Haven is on duty 9 hours for 
his round trip, 6 hours of running time, for 
which he receives more than 3 days pay. 


> A fast freight between St. Louis and 
New York on a schedule of 34 hours and 30 
minutes, requires 7 full crews who get paid 
for 86 hours and 6 minutes. 


> A switch engine foreman spent 10 min- 
utes throwing a switch for an incoming pas- 
senger train. His paycheck: one full day. 


> A road freight engineer demanded and 
received an extra day’s pay for moving his 
train the length of 40 cars in the freight yard. 
(Case 17377, National Railroad Adjustment 
Board.) 


> A 4-mile round trip was made by a yard 
crew to pull a freight train out of the snow 
and they got paid not for 4 miles—but for 100 
miles. (Case 16608, NRAB.) 


&> Shop crews moved two cars into the shop 
by pinch bar. The yard crew, a conductor and 
two brakemen received a day’s pay because 
they were NOT called to do the job. (Case 
16963, NRAB.) 


> A switchman set hand brakes to secure 
the rear end of a train whose crew had been 
relieved from duty under the Hours of Ser- 
vice Law. He was awarded an extra day’s pay. 
(Case 17683, NRAB.) 


> Shop employees moved an engine from 
the roundhouse to the pit track and in so do- 
ing used a few feet of track generally used 
by yard crews. A conductor and two brakemen 
put in claims for a day’s pay each, and were 
paid the money. (Case 15534, NRAB.) 
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materials were assembled by union workers; the 
fact of unionism, therefore, did not enter into the 
dispute. 

The Government asked the District Court to issue 
an injunction to dissipate the effects of the con- 
spiracy between the unions and those contractors 
who paid up rather than fold up. Disposing of the 
troublesome legal issue of injunctions against 
unions in the exercise of their rights, the Depart- 
ment said: “The violation is one in which a labor 
union acts outside of the protection afforded to it 
by other laws. It is clear that a union cannot com- 
bine and conspire with an employer when the effect 
is to impose an unreasonable restraint on interstate 
commerce.” 

In the language quoted above lies the guide of the 
courts, and employers, based on decided cases. The 
principle might be utilized to put an end to scores 
of featherbedding situations. 

Last September, the union went into court at 
Chicago and signed an antitrust consent judgment, 
terminating the practices. The decree ruled out the 
ban on pre-glazed materials, and banned work stop- 
page based on the fact that pre-glazed products 
were being used in the job. The court order also 
enjoined the union from demanding, or accepting, 
money to permit factory prepared materials to be 
placed in the buildings. 


Why Not End Costly Railroad Abuses? 


Railroad management, aware of the decision in 
the Chicago case, but still hopeful that a court test 
of its applicability to the transport industry may be 
avoided, is proceeding on another tack: officials of 
the operating brotherhoods (unions), have been 
asked to join with management in petitioning Pre- 
sident Eisenhower to appoint a special citizens com- 
mittee to help overcome the problems of feather- 
bedding. Weeks of waiting have produced no reply. 
But this might be the year of decision on the ex- 
plosive issue because the three-year contract involv- 
ing work-rules comes up for continuance, revision, 
or cancellation. The national interest is immense. 
Last year’s strikes in air transportation are but a 
token of the economic destruction and personal 
hardship that would come in the wake of rail service 
stoppage. One could result from a stalemate in 
negotiations. 

The work rules existing today were standardized 
40 years ago, long before modernization and sweep- 
ing mechanization turned the iron horse into a 
compact power plant. But many of the provisions of 
1919 agreements stand today as a bar to investor 
returns and the creation of equity capital to expand 
and improve. 

As frequently happens, the made-work boome- 
rangs against the union men themselves: more than 
a half-million railroad jobs have been lost in the 
past decade, and more thousands are on the way 
out. Featherbedding is concentrated among the 
train operating positions which account for one- 
fourth of total railroad employment. 


Home Building Costs Could Be Cut 25°, 


In the building construction field the methods are 
less publicized, but (Please turn to page 361) 
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Have UTILITIES 


Discounted Growth 


By Robert Sturtevant 


URING the past year a representative average 

of utility stocks has advanced about 21%. The 
average dividend rate increased 4%, but due to the 
higher price level the yield declined from 4.47% 
to 3.85%, or about 14%. On the other hand new 
offerings of utility bonds can now be bought to 
yield about 434%, and new preferred stocks to 
return 5-514%. 

Thus it is obviously the growth potential which 
makes utility common stocks more popular than the 
Senior obligations, offsetting the adverse yield 
spread. Such growth is partly “built in” through 
the industry policy of plowing back about one- 
quarter of share earnings into plant — providing 
about 2-3% growth in share earnings, other condi- 
tions being equal. Additional growth may result 
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from increasing population and the greater use of 

electricity by customers due to purchase of new 

appliances, etc. However, in order to translate 

higher sales into larger share earnings, increased 

efficiency of operation and a favorable regulatory 

climate are also essential. In recent years the aver- 

age utility has been able to show an annual earn- } 

ings increase of 5 or 6% compounded. | 
With a few exceptions, the “rapid growth” utility 

stocks are companies located in Texas and Florida, 

where growth of population and/or industry has 

been rapid and the regulatory climate especially | 

favorable, permitting these utilities to earn a higher 

rate of return than in other states. These stocks 

usually show average gains of 10-12%per annum 

in share earnings. These growth utilities yield only 

about 214 or 3% but this low return is supplemented 

by capital gains through price appreciation. Even 

if the stock advances an average of only 3% a year 

in price, investors would be reimbursed, in theory, 

for the low yield. Moreover, the growth companies 

increase their dividend rates practically every year 

so that the long-term investor’s original yield in- 

creases automatically, in addition to the price gain. 


How To Gauge Growth 


The secret of appraising and buying utility stocks 
successfully seems to be to determine the future 
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Price Range 
1956 1957 1958 —Ist Quarter— Current Price Yield Earnings 1958-1959 
1958 1959 Dividend Ratio * 

American Electric Power Co. ........ $2.03 $2.26 $2.30 $ .61 $ .65 $1.68 55 3.0% 23.9 557%-38% 
American & Foreign Power ............ 2.09 1.72 1.72 N.A, N.A, 1.00 15 6.6 8.7 187%-1134 
Central & South West Corp. ......... 2.32 2.41 2.55 47 54 1.80 60 3.0 23.5 6814-418 
Cincinnati Gas & Electric » 1.99 2.01 1.85 87 -86 1.50 33 4.5 17.8 37 -28% 
Cleveland Electric illum. ......... <. 240 2.64 2.60 77 83 1.60 53 3.0 20.3 5512-37% 
Commonwealth Edison .................. 2.72 2.85 3.28 88 1.08 2.00 61 3.2 18.6 64 -4158 
Consolidated Edison ..................000 3.20 3.44 - 3.74 1.44 - 1.53 . 2.80 - 6:-., 43~ 17.3 6814-4419 
Consumers Power Co. ...........000 3.33 3.30 3.15 N.A. N.A. 2.40 52 4.6 16.5 6134-488 
Dayton Power & Light ... 3.81 3.15 3.21 N.A. N.A. 2.40 53 4.5 16.5 61-4312 
Detroit Edison 2.36 2.62 2.17 74 73 2.00 43 4.6 19.9 4734-377 
Duquesne Light Co. ..............:.sc0000 1.22 1.36 1.40 41 40 1.10 25 4.4 17.9 26%-17% 
Florida Power & Light .................. 1.29 1.49 1.752 48 47 88° 45° 1.9 25.7 4812-27 2 
Hartford Electric Light Co. ............ 3.98 4.33 4.06 1.20 1.13 3.00 67 ad 16.5 7434-56 
Middle South Utilities < nae 2.41 2.61 61 -63 1.90 50 3.8 19.1 5114-34% 
New England Electric System ....... 1.23 1.19 1.26 41 43 1.00 20 5.0 15.9 214-1412 
Niagara Mohawk Power .............. 2.13 1.91 2.12 79 .80 1.80 39 446 18.3 41%-29% — 
Northern States Power .................. 1.21 1.23 1.30 41 48 1.10 25 4.4 19.2 2534-1652 
RE IN isis insa ixecarsnascrccnsenseccasee 3.79 | 3.62 3.60 3.601 3.684 2.64 64°! 4.1 17.7 6734-507 
Pacific Gas & Electric . . Bary 3.41 - 3.74) 3.591 3.721. 2.60% 64 4.0 7.14 6634-4734 
Philadelphia Electric ..................00 2.59 2.60 2.76 88 98 2.24 52 4.3 18.8 57 -37'% 
Public Service Elec. & Gas ............ 2.10 2.22 2.14 88 1.07 1.80 39 4.6 18.2 4372-29% 
Puget Sound Pow. & lt. ......... 1.67 1.82 1.97 52 58 1.44 > 33 4.3 16.7 3572-267 / 
Southern California Edison ... 3.48 3.12 3.78 | 1.03 - 95 2.60 60 . 4.3 15.8 Y 6334-495s. 
STII GO, oc ccscecsascecsscscceese ‘ 1.54 1.65 1.81 1.701 1.751 1.30 38 3.4~ 21.0 394-2434 
Cartan Bin eBES CO. 2..0000esccccrsccccceoee 1.70 1.94 1.77 N.A. N.A. 1.52 33 4.6 18.6 3534-27% 
Utah Power & Light ....................... 1.70 1.82 1.75 43 49 1.20 34 3.5 19.4 37 -24% 
Virginia Electric & Powe 1.39 - 1.53 1.66 45 47 1.10 36 3.0 21.6 ¢ 4072-26'2 
West Penn Electric ............ 2.15 2.19 2.26 -62 .65 1.60 36 4.4 15.9 3834-2534 
Wisconsin Electric Power .............. 2.44 2.40 2.12 N.A. N.A. 1.70 38 4.4 17.9 4012-31% 





*—Based on 1958 earnings. 
N.A.—Not available. 





Americ:'n Electric Power: Largest electric holding company system, operat- 
ing in 7 states. Leads in developing very large and efficient generating 
units, with low generating costs. Good growth, huge construction pro- 
gram under way. Al 

American & Foreign Power: Stock sells at relatively low earnings multiple 
because of highly cyclical business in Latin America plus political and 
inflationary difficulties. While Cuban situation is hard to appraise, $1 
dividend seems reasonably safe at present. C2 

Central & South West is large integrated holding company system in 
Texas and adjoining states, with excellent growth record. Current outlook 
for 1959 looks good. B1 


Cincinnati Gas & Electric has paid dividends on the common stock for 
106 years. Share earnings record irregular in recent years but stock 
has good investment quality and yield about 4.5%. A 

Cleveland Electric Illuminating operates at center of important industrial 
area. While 45% of revenues contributed by industrial customers is 
high, conservative equity ratio acts as stabilizer. Showed benefit from 
St. Lawrence Seaway. 

Commonwealth Edison has good but not especially dynamic record 
1958-59 earnings benafitting from rate increase. Company policy is to 
pay out practically all earnings in cash and stock, which together 
provide very attractive yield. 

Consolidated Edison, largest utility in revenues, has strong defensive 
quality due to lack of heavy industry in areo. Growth possibilities 
through present New York building activity, potential expansion in 
Staten Island and modernization of municipal plants recently acquired. Al 
Consumers Power, serving ‘‘outstate’’ Michigan, has reported stable share 
earnings in recent years and may obtain a moderate rate increase in 
neor future. A2 

Dayton Pawer & Light earnings were rather disappointing in 1957-58 
following three years’ gains, but 1959 is expected to moke an excellent 
showing due to industrial activity. B1 


Detroit Edison suffered a sharp drop in share earnings last year due to 
heavy unemployment in the automotive industry but a partial recovery is 
anticipated this year despite an increase in outstanding shares. A2 
Duquesne Light, serving the Pittsburgh steel area, has shown a moderate 
uptrend in share earnings in recent years, now accentuated by ‘‘flow 
through” of tax savings. 1959 net should show a good increase. B1 
Florida Power & Light has had a fabulous record of increasing revenues 
and share earnings (both gained each year since 1948, as did also 
dividends paid). Despite a recent small rate cut, gains are expected to 
continue. Al 

Hartford Electric Light now serves a large part of Connecticut, lost 
year’s merger with Connecticut Power having doubled revenues. The 
merger meant heavier expenses temporarily, but eventually may prove 
quite beneficial to earnings. 


Middle South Utilities, an important holding company system in the 
“deep south,’ was handicapped by regulatory troubles in Arkansas in 
1954-55, but later earnings have shown good increases and a further 
gain is forecast for 1959. B1 


Comparative Earnings, Dividend Record and Comment on Important Electric Utilities 


Earning Per ..Share 


Indicated Recent Div. Price 


112 months ended March 31. 
2—Adjusted for 2 for 1 stock split. 





< 


New England Electric System has mediocre record of past share earnings 
but a good gain in 1959 is anticipated. Company may have to divest 
gas properties. Stock affords above-average yield. B61 

eg Mohawk Power still feels adverse effects of loss of big Schoell- 
kopf Station in 1956 and is seeking second rate increase to offset higher 
costs. Bl 

Northern States Power operates in large midwest farm area, with some 
light industry. Earnings have shown modest uptrend and the stock 
provides good yield and strong defensive quality. BI 

Ohio Edison operates in highly industrialized area. Earnings in irregular 
uptrend in 1951-1956, wth slight declines in 1957-58. Rate increase 
requested in January. 

Pacific Gas & Electric with very rapid growth has become second largest 
utility. Share earnings disappointing in 1949-52 but trend improved in 
later years, due in part to rate increases. Al 


Philadelphia Electric has benefitted by industrial growth in Delaware 
Valley, but declining return on investment retarded modest uptrend in 
share earnings during 1951-57; now larger gains are being reported. Al 
Public Service Electric & Gas serving substantial part of New Jersey, has 
had inadeouvate rate of return for some years, and 1958 earnings were 
about same as 1951. Company has now requested substantial rate 
increases, part of which are in effect. A2 

Puget Sound Power & Light has been able to postpone equity financing 
for some years due to property sales and debt retirement. Aided by 
area growth, earnings nearly doubled since 1952 and should increase 
further this year. 

Southern California Edison’s excellent sales growth has been largely 
offset by higher fuel costs and poor return. However, a large rate 
increase has stimulated 1958-59 earnings. Stock sells at moderate PE- 
ratio. Al 

Southern Company, important holding company operating in Georgia, 
Florida, Alabama, and Mississippi is now accelerating the uptrend in 
share earnings and gaining improved status as a growth utility. BI 
Union Electric, serving St. Lovis and adjacent area, has had a rather 
mediocre share earnings record in 1955-59 (despite adoption of ‘flow 
through”) but company has now asked for rate increases. B2 

Utah Power & Light has enjoyed excellent growth with revenues gaining 
145% since 1948. Share earnings have also showed a good uptrend. 
Last year’s moderate decline should be followed by a sharp increase 
this year. 

Virginia Electric & Power is a ‘rapid growth’ utility, share earnina< 
having increased from 82c in 1951 to $1.66 for 1958. Continued gains 
are anticipated as company expanding rapidly and return is satis- 
factory. Al 

West Penn Electric operates in area of cyclical industry yet share earn- 
ings have shown modest gains in each of past seven years, while at 
same time equity ratio was raised from 24% to 32%. BI 

Wisconcin Electric Power earnings almost made a line over the past 
decade and were hurt last year by equity financing, but rate increase 
should improve the 1959 showing. B1 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


1_|mproved earnings trend. 3- 
2_Sustained earnings trend. 


Lower earnings trend. 
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Depreciation Reserve 


CAPITAL RATIOS (%) 
Funded Debt to Total Capitalization 
Preferred Stock to Total Capitalization 


ANALYSIS OF REVENUES—ELECTRICITY % 
Gas % 


INCOME ACCOUNT (Consolidated) 
Gross Revenues (Millions) 


Depreciation 
Taxes—Federal Income (includ. Deferred Taxes) 


Gross Income 
Fixed Charges, etc.! 
Net Income 


EXPENSES RATIOS (%) 


Ratio Depreciation to Gross Revenues 
Maintenance to Gross Revenues 


Operating Ratio (including taxes) 


EARNING RATIO 
No. Times Fixed Charges Earned after taxes | 


ANALYSIS OF ELECTRIC REV. (% of Total) 
Residential & Rural 
Commercial 
Industrial 
Other 
COMMON STOCK 
Dividend Pay-out 
l 


Includes interest on construction credit. 
Includes maintenance. 





PLANT VALUE (MILLIONS) GROSS ...00.......ccccccseeseereeeeeteeneneeeeeneennenene of 





IN) ooo aio ahaieehe dat otaniespnepamepsenenasenennencssananente 


Common Stock & Surplus to Total Capitalization ...............ccceceeeeees 


I a hans oneca nas acnlebosndiakpauN eee Nehladisaiebubieanmiimennecniape 


Operating Expense (includ. purch. pow. & gas) ........ccccccsecseneeeenees 
PINIIII .csciccesscecccsnccvesscacsennsonssssbasssncacssnaaniassacosspatscuesnvenssconcessonnsseests 
Net Operating Income (after all taxes) ...........cccccsesseesseseersesseeesereseree 


Combined Deprec. & Maintenance to Gross Rev. .........ccsccseeeeeees 





Central Cleve- 

American Baltimore & South Cincinnati land Common- Consol- 
Electric Gas & West Gas & Electric wealth idated 

Power Electric Corp. Electric Ilum. Edison Edison 

encanta $1,511 $494 $696 $390 $523 $1,874 $2,225 
322 95 105 87 136 409 422 

seudiaulian 1,229 399 591 303 387 1,465 1,802 
Gumakines 58 49 52 46 45 53 50 
‘ilitnnie 8 7 VW 14 7 4 9 
icleinaket 34 a4 37 40 48 43 41 
ianitiiet 100 67 100 60 61 100 79 
eansiats 31 40 39 - 15 
miennea — 2 — — 6 
peaskaniees $296 $153 $147 $128 $119 $405 $577 
eae 102 85> 47 69 48 153 242 
anSieawat 22 8 6 6 22 55 
sihiilaniiiaie 38 11 16 9 13 45 49 
pavuanease 39 18 26 15 16 55 46 
clabaleia 70 23 38 19 22 80 92 
Seaacehy ‘ 71 24 38 19 22 81 92 
areanenel 20 6 1 4 3 18 24 
satteaniien 50 18 26 16 18 63 65 
kueseseuns 13 7 in 7 11 11 8 
scapetniees 7 6 6 5 5 10 
maganacecs 20 17 13 16 16 18 
aiaadi 76 84 74 85 81 80 84 

ceiannns 3.5 4.2 3.3 5.6 6.5 4.4 3.7 
35 35 38 35 33 35 34 

iabeids 15 31 29 25 58° 30 54° 

iiehsienen 40 33 22 29 26 

abdiipactal 10 1 1 VW 9 9 12 
seinnsiitia 73 75 70 81 61 61 74 


3—Combined commercial and industrial. 


1958 Key Statistics and Ratios 














rate of growth, so far as this is possible. Since 
the price earnings ratio is a better market yard- 
stick than yield, the future rate of growth should 
determine the number of times earnings that the 
investor is willing to pay for any particular stock. 
How can estimates of future growth be made? One 
method is to study the figures on budgeted construc- 
tion expenditures which are frequently announced 
for several years ahead in prospectuses, annual re- 
ports, etc. By comparing this with past expend- 
itures, a rough idea of whether the company will 
continue its rapid growth, (or whether it is slowing 
aown) can be determined. 


Price Earnings Ratio In Evaluating Utilities 


A utility stock which has shown little or no in- 
crease in share earnings in recent years may be 
a “dud” so far as the sophisticated investor is con- 
cerned and such a stock would probably sell at about 
12-15 times earnings and yield 5% or over. A stock 


4 


334 





whose earnings have increased, on the average, 
about 5-7% annually might be worth about 15-18 
times earnings and might yield about 4-414%. With 
average gains of 8 or 9% the PE-ratio might rise 
to 20 or over; and with gains of 10-15% or more 
to perhaps 25 times. - 

The current growth outlook seems excellent. 
Weekly kwh output figures continue to average 
about 12 to 14% over last year. In January all 
Class A and B privately owned utilities showed a 
gain in revenues of 8% (over 1958) and in net in- 
come of 14% ; for February the increases were 7% 
and 12%. These changes are measured against last 
year’s recessed figures but nevertheless they are 
quite encouraging because last year the utilities 
were tavored by plentiful hydro (permitting fuel 
Savings) whereas this year the weather has been 
iess favorable in supplying water-power. 

Despite the bad recession effects on several in- 
dividual companies such as Detroit Edison, electric 
utilities last year showed an earnings gain of about 
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decade the 24 utilities included in the Moody Aver- 
age have shown an average annual gain of 6% 
in share earnings compared with only about 3% 
during the 1940s; however, 9 leading growth utili- 
ties showed an average rate of gain of over 10‘ 
(compounded) during 1949-58. 


Anticipated Growth 


It looks as if the postwar trend can continue as 
long as we don’t have a major war or a big depres- 
sion — in which case all bets are off. The industry 
has given every indication that sales can double 
at least every decade. Following is the record of 
10-year increases in kwh output for the entire 
industry, including utilities controlled by Govern- 
ment agencies: 
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»_ 
f Important Utility Companies 
Public Puget 
onsol- Con- Middle Niagara Northern Pacific Service Sound Southern Union West 
lated sumers Detroit South Mohawk States Ohio Gas & Phila. Elec. & Power Calif. Southern Electric Penn 
dison | Power Edison Util. Power Power Edison _ Electric Electric Gas &Llight Edison Company Co. Electric 
2,225 $931 $1,066 $794 $1,123 $600 $667 $2,631 $1,126 $1,311 $184 $1,268 $1,292 $666 $623 
422 150 194 153 254 124 121 501 242 268 18 201 243 148 147 
| ,802 781 872 641 869 476 546 2,130 884 1,043 166 1,067 1,049 518 476 
é 
' 
50 | 51 53 54 55 48 46 49 53 56 58 52 55 55 52 
> 7 11 10 15 19 14 16 10 7 14 1 12 14 
41 38 47 36 30 33 40 35 37 35 42 34 34 33 34 
79 | 66 97 84 78 85 98 65 85 66 100 100 100 94 100 
15 33 — 1 22 14 34 14 34 . — 3 . 
6 | 1 3 5 — 1 2 1 1 — — — 3 — 
$577 $227 $246 $183 $264 $155 $138 $535 $248 $344 $ 28 $255 $272 $131 $142 
242 112 116 71 125 65 46 203 103 154 12 Be 103 55 54 
55 10 15 1 20 8 9 19 23 30 2 14 15 10 10 
49 22 24 21 22 14 16 51 31 30 2 27 36 16 15 
46 | 30 8 24 10 20 23 66 33 31 1 41 38 10 16 
92 41 42 35 45 29 30 110 47 289 8 54 60 27 30 
92 43 42 36 45 29 31 1 48 54 8 55 61 28 31 
24 | 12 10 15 7 5 23 8 22 i 15 22 7 10 
65 31 30 25 30 22 26 85 39 35 4 40 38 20 20 
6 10 9 11 8 9 12 10 12 8 & of 12 12 | 
10 4 6 - 8 5 6 3 9 9 7 5 5 8 7 
18 14 15 17 16 14 18 13 21 17 15 16 17 20 18 
84 82 82 80 83 81 71 79 84 84 70 79 77 78 77 
3.7 3.8 3.5 3.5 3.1 4.4 6.1 47 5.7 2.5 5.6 3.6 2.6 3.8 2.9 
34 43 41 38 35 46 40 46 35 35 56 41 35 37 40 
543 22 27 26 19 48° 23 483 573 30 26 22 26 22 16 
- 30 27 26 31 31 31 1 27 28 33 39 
12 5 5 10 15 6 6 6 8 4 7 10 1 8 5 
74 76 92 73 85 84 73 70 81 83 73 68 71 85 70 
_ 
5% over 1957, due to favorable factors such as 1920-30 33% 
good hydro, substantial credits for interests on 1930-40 56 
construction, etc. This year’s gain might average 1940-50 132 
° ° e e Oa 
nearly twice as much — 8 to 10‘.. During the past oon * a 
1950-58 (eight years) 96 


Capability of all electric power systems increased 
10.4 percent during 1958, reaching more than 144 
millon-kw at the end of the year. Capability at the 
end of 1962, as now forecast, will reach more than 
188 million kilowatts, a gain of 31% over 1958. 
While this indicates a little slowing down as com- 
pared with the previous decade, it must be remem- 
bered that many companies order generating units 
only two years ahead and the forecasts for 1961-2 
may be on the low side. 

It would not be surprising, howeve is if new con- 
struction did decline somewhat, since the average 
utility now has reserve capacity of over 260. Con- 
sidering the substantial interconnection of utilities, 
and the ability to obtain power in emergencies from 
a number of sources, (Please turn to page 351) 
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BEHIND THE SCREENS 





A Brief Look at life in the World of T.V. 


By Jonathan W. Dodge 


® Dynamic television now billion dollar industry 
& Its strength as a sales medium 
> The position of the individual networks and their 


broad diversification 


HILE today, herbs are mainly used for such 
mundane purposes as brightening up a salad, 

this has not always been the case. In the darkness of 
the early middle ages, when magic was rife, prac- 
titioners of the various black arts knew of many 
more interesting ways to employ herbs. For ex- 
ample, the preparation of sage was a complicated 
affair, but when properly prepared could cause un- 
consciousness for fifteen days. But that process to 
produce somnambulism is no longer necessary in this 
modern age. Today, often the mere twist of a knob 
on a television set is sufficient to bring on a scene 
that seems well calculated to induce a coma, al- 
though perhaps not of fifteen days duration, because 
there are too many marvelous programs that 
awaken your sensibilities and stir your imagination. 
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From the Beginning 


Barely ten years ago the first telecasts on what 
could be called a national scale wavered across the 
diminutive screens of the control-cluttered early 
sets. In 1948 the one-millionth set was sold and to- 
day something close to upwards of 86% of Ameri- 
can homes have one machine; yet it took the earlier 
miracle of the telephone around fifty years to reach 
this amazing degree of market saturation. The 
quality of reception, the often unimaginative pro- 
gramming and frequently sorry acting were, and to 
a large extent still are, among the principal targets 
of the loud voiced critics — few of whom seem to 
have memories as long as their endless public 
harangues. 
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*—Based on latest dividend rates. 
**—National Broadcasting Co., is 100% owned by Radio Corp. 
No segregated break-down of data is available. 


Statistics on Major Broadcasting Companies 


Total Revenues——— Ist Quarter 
Net Earnings Earnings Per Indic. Price- 
1956 1957 1958 Per Share Share 1959 Range Recent Div. 
1956 1957 1958 1958 1959 Div.* © 1958-59 Price Yield 
——_———(Millions)———_—— 
Amer. Broadcasting - Paramount $206.9 $215.8 $244.8 $1.78 $1.10 $1.21 $ 43 $ .54 $1.00 29%-13 28 3.5% 
Columbia Broadcast. System ........ 354.7 385.4 411.8 2.13 2.82». 3.01 83 -87 1.201 4834-2412 46 25 
Radio Corp. of Amer. (NBC) ** .... 1,121.0 1,170.9 1,170.6 2.63 2.52 1.98 59 88 1.50 71-30% 66 2.2 


1_Plus stock. 























No other entertainment medium in history has 
grown as fast as TV; certainly movies took far 
longer to achieve the degree of technical and artistic 
maturity that television has attained in its short 
life. It is perhaps unfortunate that TV has grown so 
quickly in size and impact; it is more of a wonder, 
however, that it has achieved the degree of maturity 
it has. If television is to gain stature, it must, admit- 
tedly, grow within itself; however, it must also have 
some help from the nation-wide community which 
it serves. 

Uncle Sam and the TV Man 


One of the more basic facts of life in the industry 
is that for reasons of technical necessity, television 
is regulated by the Federal Government, more spe- 
cifically, the Federal Communications Commission. 
This Commission has ruled that ownership of sta- 
tions by individuals or companies is limited to no 
more than seven. Thus, to increase coverage of the 
community, the larger companies have had to build 
a network of affiliated stations. Advertising is the 
ambrosia which supports broadcasting, and cover- 
age is the lure of the advertising dollar. 

The FCC further exercises its jurisdiction over 
the airways by granting station franchises. Certain 
markets are considered more desirable than others 
4‘y advertisers, and in this way to a large extent 
have been determined the competitive positions of 
the larger networks. 

The setup may sound simple enough, but as more 
than one industry has discovered, dealing with 
Uncle Sam can be harrassing; and, when the Gov- 
ernment is making the rules, some hardships, as well 
as some benefits, result. Besides the touchy problem 
of allocations, and the whole area of relationships 
between the various companies and their affiliates 
in the network, there exist a host of potentially ex- 
plosive danger spots. 

One of the more recent tangles between the net- 
works and the FCC threatened to hamstring seri- 
ously the news-reporting services of the TV broad- 
casters. In a mayoralty election held not long ago, 
a candidate demanded that a station give him free 
time on the air under the provisions of Section 315 
of the Communications Act which provides poli- 
ticians an equal-chance to hack away at the viewer’s 
intelligence for political purposes. In this particular 
instance a candidate was told that he couldn’t have 
his free time because not only did he appear to be 
interested primarily in personal publicity (he was 
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a many-time runner and a many-time loser), but 
the station claimed the appearance of the other can- 
didate was simply news reporting by the station in- 
volved. Well, the FCC ruled that the candidate was 
entitled to free time, and the show he put on was 
enough to cause the Attorney General to call for a 
reversal of the decision and enough to cause the 
introduction in Congress by Senator Hartke 
(D-Ind.) of a bill to revamp the Section in question; 
by May 15th the Bill had drawn 14 co-sponsors. 

By and large, however, it must be realized that 
the FCC does its best to operate in the public’s in- 
terest and space prohibits recounting some of the 
Commission’s wiser policy making decisions. The 
example is- intended merely to point up the harrass- 
ments the industry faces in its role as a government 
regulated industry. 


The Spiel For Piel 


Television broadcasting costs money, and because 
TV is an excellent medium through which to project 
a message to a large gathering of potential buyers, 
the industry is supported in the main by companies 
with goods for sale. The extent of this support is 
indicated by the following table which shows, by 
dollar expenditures in the month of February, 1959, 
the products most advertised and the biggest indi- 
vidual advertisers, each in the order of the amount 


spent. 

Product Amount Company Amount 
Eee £9.8 mill. Procter & Gamble ........ $4.1 mill. 
I iii anise —_ I TS icicenencscsinscace —_—.* 
IE ics ccasssegamscndaccerey a4 * Amer, Home Prod. ........ = 
FN, TUM ci scetsiesnssnsscee 6.0 “ General Foods ................ so ” 
IE IN cigcocaasicnsesiosions a Colgate-Palmolive .......... 2 ” 
NE MP sockcakscisscacicssninss 34 ” General Motors .............. eed 
PO TI. esessscesesinessi. a R. J. Reynolds .............. 2 


Furthermore, the use of TV as an advertising media 
is growing at the expense of such other vehicles as 
newspapers and magazines. For example, in 1956 
the petroleum industry spent $32 million in news- 
paper advertising, $11 million in magazines and $19 
million on TV; by 1958 the expenditures in papers 
were down to $29 million, in magazines down to $13 
million, and television spending showed an increase 
to $27 million. Advertising revenues have increased 
for one reason — television advertising is effective, 
as the following cases should indicate. Elgin Na- 
tional Watch, plagued by lagging sales, recently 
stepped up its TV ad (Please turn to page 355) 
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3 Attractive Issues for 
Different Investment Aims 
By OUR STAFF 


E have carefully selected the three stocks 

presented in this article as worthwhile 
values, in the belief that they may prove to be in- 
teresting to our readers — especially under pre- 
vailing market conditions when so many issues ap- 
pear to be generously valued or even over-priced. 
While each stock may appeal to somewhat different 
investment objectives, all three may meet the re- 
quirements of those seeking income and growth. 


Celanese Corp. of America $4.50 preferred, sell- 
ing at about 8514, offers a yield of 5.25% an 


excellent return oo the wide dividend coverage 
is considered. In addition, this issue carries a two- 
year privilege of conversion into common stock. 
Earnings are in a rising trend. As we go to press, 
a 25% stock dividend has been declared on the com- 
mon payable about July 15. Thereafter, the prefer- 
red will be convertible into common at $44. 

Standard Oil of Indiana, yielding 3.3%, is one of 
the strongest units in the entire domestic industry. 
It is the dominant refiner and marketer in the mid- 
western area, and is currently enjoying a sharp im- 
provement in its refinery profit margin. More im- 
portantly for those inclined to look askance at the 
industry at this time, Indiana is almost entirely a 
domestic company, apart from its ownership of 
stock in Standard Oil of N.J. 


Union Pacific is usually remembered as a rail- 
road, rather than for its oil and gas operations. 


While widely recognized as an efficient road benefit- 
ing from growth of the West, it is less often realized 
that close to 40% of its earnings represents profits 
from oil and gas, and income from investments and 
other sources. UP has large land holdings. As a 
quality issue, the stock offers a yield of 4.5¢ 
Current prices of these stocks appear to be 1 
able, based on earning power and 
time-tested yardsticks of value. 


.ason- 
dividends, the 
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CELANESE CORP. $4.50 Cv. Pfd. 
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CELANESE CORP. OF AMERICA 
BUSINESS: Celanese is the leading producer of cellulose acetate yarns 
and fibers, sold mainly to textile mills under its own trade names and 
used in fabric for apparel, home furnishings and industrial applica- 
tions. Its capacity represents over 75% of the acetate industry. The 
chemicals and plastic division, now accounting for 35% of the com- 
pany’s total sales, embraces a wide range of products, including cel- 
lulose plastics, polyethylene and petrochemicals. 
OUTLOOK: Sales have been in a rising trend since 1954, due to develop- 
ment of new markets and expansion in chemicals and plastics. Since 
introduction in 1955, Arnel fiber has steadily broadened its end-uses. 
More than one-third of total fiber sales represent product variations 
developed since 1955. Plastic sales have almost doubled in the past five 
years, and chemicals have shown a 15% average yearly growth in 
the past decade. Fortiflex high-density polyethylene (introduced in 
1957) has continued to widen its market. The second phase of an 
expansion program, began in 1956, is now well under way. Currently, 
capacity output appears in prospect for the fiber division, and the 
outlook for chemicals and plastics is promising. Thus, with improvement 
in fiber prices, indications now point to a substantial gain in sales and 
earnings for the year 1959. 
DIVIDENDS: The 412% cumulative convertible preferred stock ($100 par) 
has preference over the second preferred and common stocks. It is 
redeemable at 105 through May 1, 1961 and lower prices thereafter. 
It is convertible into common stock at $55 per share prior to May 1, 
1961, when the conversion privilege ends. For the year 1958, earn- 
ings amounted to $16.69 per share of 412% preferred. In the first 
quarter of this year, earnings increased to $4.90 per share from $2.51 
a year ago. The $4.50 annual dividend has been paid regularly since 
issue of the stock. 
MARKET ACTION: At the current price of 851%, 
provides an excellent yield of about 5.25%, with wide dividend cover- 
age. In addition, it carries a two year conversion privilege into the 
common stock. Earnings amounted to $2.05 per share of common last 
year, and increased sharply to 64 cents per share in the initial quarter 
of 1959 from 23 cents a year ago. The conversion feature of the pre- 
ferred lends interest to the issue. 


the 442% preferred 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 








ASSETS 1957 1958 

(000 omitted) Change 
Cash & Marketable Secur. ........0.00..... $ 21,799 $ 32,269 +3 19,470 
NE So50.osidaicidecsussnaventanckexe 21,035 22,012 ,977 
a a 41,470 34,975 6,495 
6c 5it st icanciancionssedcennincnsaces 4,562 4,664 ,192 
TOTAL CURRENT ASSETS 88,866 93,920 5,054 
IIE 900i coccnsesetconsaansorsioasciniaces 173,855 162,536 10,319 
Ee eee ee $341,687 $340,060 -—S _ 1,627 
LIABILITIES 
Corer. WOME TAM CY on... .ccccccccscecssscesees $ 4,976 $ 1,610 $ 3,366 
Accounts Payable .. 6,924 7,348 ,424 
Accruals 8,034 8,985 951 
MN II aoc acaacesccvenesciase . 6,851 12,707 5,856 
EET TEE (DR)6,851 (DR)12,707 5,856 
TOTAL CURRENT LIABILITIES ........... 19,934 17,943 1,991 
Long Term Debt .................... Redlmaiois 94,580 88,013 6,567 
Preferred Stock 103,240 103,240 - 
Sa an eee CONE ere 2,338 2,338 
MR esa eataireseh bial diss chonciasinaticxexsins 120,251 126,365 6,114 
TOTAL LIABILITIES ............0. $341,687 $340,060 1,627 
WORKING CAPITAL osaihacebeiots $ 68,932 $ 75,977 $ 7,045 
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STANDARD OIL CO. (INDIANA) 


BUSINESS: Standard Oil of Indiana is the dominant refiner and market- 
2r of petroleum products in 15 midwestern states. It supplies a total 
of 29,000 retail outlets, with distribution in every state except Alaska 
and Hawaii. The company operates 12 domestic refineries, including 
the main units at Whiting, Indiana and Wood River, Illinois. Crude 
oil production, almost entirely in the U.S. and Canada, is slightly less 
than one-half of refinery requirements. However, Indiana is 
ng its domestic crude oil position and has foreign prospects. 
OUTLOOK: While Indiana has oil concessions in South America, Africa 
and the Middle East, these interests are still largely in the exploration 
stage. To date, the company is primarily a domestic oil enterprise. 
Thus, its earning power is not subject to the uncertainties that plague 
the major international oil units today. Further, as a purchaser of 
half of its crude oil requirements, Indiana is now benefiting from 
excess supplies and easier prices for this raw material. At the same 
time, increased domestic demand has resulted in better prices for 
refined oils. Consequently, Indiana’s refinery profit margin has widened. 
Also, it is continuing its program of improving the efficiency of refining 
and marketing operations. The financial position is strong. 

DIVIDENDS: In the first quarter of this year, earnings increased to 
$1.25 per share from 88 cents a year ago. The company estimates 
earnings for the year 1959 at around the level of the $4.24 per share 
reported for 1957, as against $3.29 earned in 1958. The annual di- 
vidend rate is $1.40 per share in cash and 1 share of Standard Oil 
of New Jersey stock for each 200 shares of Indiana (equivalent to 
about 26 cents per share at the current price of Jersey). Indiana owns 
some 3,000,000 shares of Jersey. 

MARKET ACTION: At the current price of about 49%, the stock is selling 
at 15.2 times 1958 earnings and 11.8 times officially projected 1959 
earnings. The yield on the cash dividend is 2.8%, and on cash and 
Jersey stock combined (including the fractional Jersey share at market) 


improv- 












3.3%. As one of the strongest units in the domestic oil industry, In- 
diana carries investment appeal. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31 
ASSETS 1957 1958 
(000 omitted) Change 
Cash & Marketable Secur. ................ $169,449 $338,319 + $168,870 
Receivables, Net 226,860 217,257 9,603 
RI anaes n ches cat cinausndoue 259,932 246,274 13,658 
IN ogi snicn on adctnounsidcdniiis concecneuitan 7,340 10,407 3,067 
TOTAL CURRENT ASSETS ................ . 663,581 812,257 148,676 
I ooo ola hosts nkesish cakencin ds 1,791,592 1,872,696 81,104 
III siiccScaxiasnasbhcbceasekicncsccansdackes 55,803 58,578 2,775 
PADI, SUIUMUE sais sovishinabicasbnsenassaniitasanie “2,535,022 $2,769,317 $234,295 
LIABILITIES 
ONE cco ces acnaslasssadoncenonainssos $ 35,024 $ 8,857 $ 26,167 
Accounts Payable 164,959 165,420 461 
PE I css ean sanengidichccanecs 49,349 57,701 8,352 
TOTAL CURRENT LIABILITIES ............ 249,332 231,978 17,354 
NE TIEN ca acncncssencoianeenessssnstica . 271,639 458,604 186,965 
I ID vac ciincscssecciise.ccsconsseesens 1,791 1,882 ,071 
Capital Stock .... ; 894,225 894,234 ,009 
SS ... 1,118,035 1,182,619 64,584 
TOTAL LIABILITIES ... ..62,535,022 $2,769,317 + $234,295 
WORKING CAPITAL ....................0. $414,249 $580,279 £166,030 
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,UNION PACIFIC RR. 
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UNION PACIFIC RAILROAD CO. 
BUSINESS: Union Pacific operates over 9,700 miles of road from 


Kansas City to the Pacific Coast at San Francisco and Portland, Oregon. 
Its 1000 miles of double track from Omaha, Nebraska to Ogden, Utah 
represents the middle link in the overland route from Chicago to the 
Coast. The system’s lines the central as 
inter-mountain, northwestern and southwestern sections of the country. 
Although widely recognized as an efficient railroad benefiting from 


serve plains area, well as 


growth of the West, it is less often realized that close to 40% of total 
earnings is represented by oil operations, and other income. 
OUTLOOK: For the year 1958, the road reported earnings (ofter all 


expenses and taxes but before interest) of $82,792,000. Of this total, 
transportation operations contributed $50,788,000 (61.3%), income from 
oil and gas $17,239,000 (20.8%), interest and dividends on investments 
(including 50% owned Pacific Fruit) $9,554,000 (11.6%), and other in- 
come $5,211,000 (6.3%). Union Pacific has large land holdings. Discovery 
of an iron-titanium deposit on company land in Wyoming may add to 
future earning power. As a railroad, revenue growth is above average, 
reflecting industrial development of the West. Operations are highly 
efficient, with close cost-control and increasing dieselization. 
DIVIDENDS: Earnings amounted to $3.29 per share in 1958, 
with $3.34 in 1957. For the first quarter of this year, Union Pacific 
reported 65 cents per share, as against 66 cents a year ago. While 
railroad earnings were higher in the recent quarter, income from oil 
and gas and from investments was somewhat lower. However, indica- 
tions point to an increase in combined earnings for the year 1959. The 
annual dividend rate is $1.60 per share, including the usual 40 cent 
extra. Dividends have been paid without interruption since 1900. 
MARKET ACTION: At the current price of about 3552 , the stock is selling 
at only 10.8 times last year’s earnings. The well-protected $1.60 per 
share dividend provides a yield of 4.5% or a return much betier than 
average under prevailing market conditions. The stock as an 
investment-type issue. In addition, it offers the prospect of moderate 
growth, both as a railroad and from its oil and mineral properties. 


compared 


ranks 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


ASSETS 1957 1958 

(000 omitted) Change 
Road, Equipment & Prop. .............. $1,544,575 $1,566,083 $21,598 
Accr. Deprec. & Amort., etc. .......... CR 370,830 CR 377,362 6,532 
Invest. & Spec. Funds ................... 134,583 159,474 24,891 
Sec. Inv. Res. Adj. ....................... CR 23,064 CR 21,974 1,090 
Cash & Marketab'e Secur. . 110,186 114,527 4,341 
Receivables scene 51,963 53,811 1,848 
Materials & Supplies ete’ 30,981 24,370 6,671 
Other Curr. Assets ................... 1,115 2,041 926 
TOTAL CURRENT ASSETS 194,245 194,749 504 
TOTAL ASSETS . $1,486,521 $1,529,659 $43,138 
LIABILITIES 
Preferred Stock .............. $ 99,543 $ 99,543 $ 
Common Stock .................. 222,291 228,620 6,329 
Long Term Debt ............... 164,551 161,872 2,679 
Due Affil. Cos. ............ 21,220 21,415 ,195 
Reserves obtabe 42,197 43,158 /962 
Reh. Seer. Balk, 2.060000 39,585 39,585 
0 SEES ereeee —_ 781,471 821,992 40,521 
TOTAL CURRENT LIABILITIES 108,553 106,131 2,422 
TOTAL LIABILITIES ...... $1,486,521 $1,529,659 43,138 
WORKING CAPITAL . .$ 85,692 $ 88,618 $ 2,926 


339 









Se, 


~~? 


LTHOUGH the historic cycles of the textile in- 
dustry have not been as long-lived or well-defi- 
ned as, say the twelve-year cycle of the Chinese cal- 
endar, nevertheless, a certain pattern has been noted, 
especially during the postwar period. Textile activi- 
ty, as measured by mill fiber consumption, would rise 
from the valley to the peak during a twelve-month 
period, taking two years to complete the circuit. 
The spell was broken in 1957, however, when the 
anticipated upturn failed to materialize, and the 
industry continued its downward slide until the last 
quarter of 1958, by which time operations had been 
in an unsatisfactory trend for over two years. 
While a definite improvement in the industry 
was not assured in the late months of last year, 
there were some signs (e.g., an upturn in business 
activity, some firming of textile prices and low re- 
tail inventories) which strengthened the optimistic 
views of some in the industry and in the investment 
field. Mill margins (the difference between the cost 
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1959 


A Recovery Year for 


THE TEXTILES 


> And the position of the individual companies 
looking to 1960 


By J. D. HALLIDAY 


of a pound of cotton and the mill selling price of 
the cloth produced from it) began to turn up last 
July and, based on past history, this indicated a 
change for the better in mill production and gen- 
eral industrial activity. 

The picture at the present time appears to be 
bearing out the good news prophesied by the afore- 
mentioned indicators. Mills producing cotton goods 
and synthetic fabrics, apparel manufacturers, and 
retail outlets are all showing improved sales and 
earnings and this trend is expected to continue 
through the balance of 1959. Mitigating the rise 
in earnings to some extent are higher labor costs 
resulting from wage increases effected by some of 
the major companies early this year. On balance, 
however, price increases and higher operating rates 
will probably more than offset the rise in wages. 
Dividends in somecases have already been increased, 
reflecting the favorable prospects and, barring any 
unforeseen occurrences, many other companies will 
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from diversifi- 
Better outlook is 


American Enka: Improved rayon plus ad 
cation moves should lift earnings > this year. 
reflected in recent dividend increase. 1 


American Viscose: Good increases anticipated in both company oper- 
ations and jointly owned ventures. Further dividends from Chemstrand 
may lead to boost in present rate. B2 , ‘ 


Anderson, Clayton: As a cotton merchandiser, earnings trend has been 
relatively stable. Little change is looked for this fiscal year and shares 
provide a good yield. 2 


- 


Beaunit Mills: Both Tyrex tire yarn ond consumer products sales will 
show favorable trend this year paving the way for possible dividend 
increase over intermediate term. C1 


Bigelow-Sanford: Profitable operations have been restored and should be 
maintained but dividend restoration is doubtful over near term. C1 


Burlington Industries: Diversification has aided company during reces- 
sion. Dividend was recently increased in line with improved operations. 
BI 


Cannon Mills: Both earnings and dividends of this sheet and towel 
manufacturer have shown long-term stability. Present dividend has been 
in effect since 1950. B2 


Celanese Corp.: Loss of tax credits of previous years have been more 
than offset by sharply rising earnings. Dividend increase possible later 
this year. Bl 


Cluett, Peabody: Earnings may not be sharply higher this year but 
stretchable paper adds to long term appeal. No change anticipated in 
present dividend. B2 


Cone Mills: Company is placing increasing emphasis on converting oper- 
ations. Good earnings recovery expected this year but near term change 
in dividend is doubtful. C1 


Dan River Mills: 
merger. 


Diversification in cotton field has been effected via 
Earnings up this year and present dividend should continue. Cl 


Firth Carpet: Company is benefitting from use of synthetics in carpet 





RATINGS: A—Best grade. 1 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


3—Lower earnings 





Ist Quarter — ——————Full Year —_—___ 
Net Sales Net Sentege Earned Dividend Div. 
1958 1959 Per Share Per Share Per Share Price Range Recent Yield 
—(Millions)— 1958 1959 1957 1958 1958 Indi 1958-1959 Price % 
1959 * 
American Enka Corp. cccsccsssscccssssscssssseen $15.41 $23.71 $ 271 $1.05. $.93 $1.48 $ 25 $1.40 38%-14% 36 3.9% 
NINE WINNIE 5 ceccsccscsiacsustckstessosiossncniccncsueses 49.3 N.A. 13 N.A. 1.65 1.36 1.50 1.00 5058-2512 46 2.1 
Anderson Clayton & Co. ....cccccccssssssssessssseesooms 450.22 355.32 1.942 1.842 4.763 2.493 2.00 2.00 41%-33 360 5.5 
NII sri sepncacsctechcchevvaniodsvabcacaninoniccseoes 76.2° 7425 1.195 945 1.61 1.654 1.12'2 1.00 2452-1012 22 4.5 
Bigelow-Sanford .0..............cccceee0e 15.8 16.8 4.73 .23 21 41.91 —- — 17%- 6% 15 — 
Burlington Indust. ................ - 162.4 195.1 .22 -66 1.64 1.21 -70 1.00 195%- 92 19 5.2 
Cannon Mills ................. N.A. N.A. N.A, N.A. 6.30 5.31 3.00 3.00 674-472 65 4.6 
I iis cds ssaciccctan bar aagssvensoione 48.9 58.8 .23 64 1.94 2.05 1.00 1.00 3612-12 36 2.7 
a se 22.8 23.8 48 58 4.17 2.59 2.25 2.00 63 -32 59 3.3 
I isan tinvebesittivaciiehiastasseeicibibekioseincs 37.1 45.5 18 27 1.24 81 .80 .80 16'2- 9% 15 5.3 
I aaa ee icicles 40.6 42.6 .27 .27 1.22 1.24 -80 .80 15%4- 9% 15 5.3 
Firth Carpet 6.2 6.9 02 .32 1.40 4.24 07 ~~ 133%4- 612 12 os 
NN 6 cc csiacckctstsicckesiestcceseininnts 11.6 15.4 4.13 14 65 41.65 — — 25%2-14 24 -- 
GRMN) Dh GIG sce ssccscscccesessccnosennessseseses 16.1 19.6 .36 1.38 4.30 4.55 2.00 2.008 5512-25 48 4.1 
PID 5 sscchsasescensssanccassacsesssosesescsnevense 116.8 110.4 21 -30 1.07 57 .70 .60 18%4-11% 18 3.3 
a II icsicccsccsetecholannaiscsdesosbeie’ 22.2 25.7 an .98 96 1.90 10 -20 18%- 45% 15 1.3 
I Si shascveancesschseshuousanbacnbaneniiades N.A. N.A. N.A. N.A. 5.186 3.796 3.50 3.50 6634-47 65 5.4 
I NEG IIE aisascerssasicvescensuatescasasssransaoaion 39.57 42.47 .207 387 766 116 31 25 194. 6 19 1.3 
NDP INR scsi ccteciuavsciesssiicacotcasensenes 9.0 13.5 4,22 93 2.44 NLA. 75 -- 23%2-16% 23 _ 
I GR Gi. bivsinsccciscccnssissnssncseccnssssanine 84.8 95.2 35 66 2.10 2.60 1.50 1.50 31-172 30 5.0 
I IIIS MITER: ascnensncrccnnsssbsuscsoonesocsbece N.A. N.A. 927 1.627 1.666 1.206 1.00 1.00 2014-107 20 5.0 
Van Raalte Co. .... sae 7.3 8.1 66 97 3.26 2.72 2.00 2.00 3658-2112 34 5.8 
*—Based on latest dividend rates. 112 weeks ended March 23. 59 months ended 12/31/57 and 1958. 
d—Deficit. *—6 ths ended J y 31. 6—_Year ended June 30. 
N.A.—Not available. 3_Year ended July 31. 7—9 months ended March 31. 
4__Estimated. 8 Plus stock. 





_tmproved earnings , trend. 
2_Sustained earnings trend. 





field and a shorp reccvery is enpested in earnings but issue is highly 
speculative. 


Upturn in auto industry is enhancing prospects this 


Industrial Rayon: i 
Strong financial posi- 


year but resumption of dividends is problematical. 
tion offers some investment protection. 


Lees (James) & Sons: One of the more conservative issues in the field 
with a good earnings and dividend record. Gains expected this year 
could lead to dividend increase. 


Lowenstein (M): Significant sales and earnings improvement expected 
this year. Yield is low for issue of this type but dividend could be in- 
creased later this year. B1 


Elimination of preferred arrearages paved the way 
Tax-loss credits will add to gains 


Mohasco Industries: 
for common dividends late last year. 
anticipated from operations this year. 


Pepperell Mfg.: Consumer products have provided relatively stable oper- 
ations. Regular dividend rate seems secure, but amount of year-end 
extra is not certain. B2 


Earnings trend has been very erratic but this integ- 
A divi- 


Reeves Bros., Inc.: 
rated company is participating in general industry improvement. 
dend increase is possible. Cl 


Reliance Mfg.: Work clothing is a major line of this closely-held com- 
pany. Profitable operations are expected this year with the possibility 
that dividends may be resumed. Cl 


Stevens (J. P.) & Co.: Rated as one of the top companies in the field, 
Stevens should show a relatively good earnings trend this year again 
reflecting the absence of tex payments. The dividend should continue at 
present levels. B2 


United Merch. & Mfgr.: Diversification plus integrated operations help 
make company less vulnerable to sharp swings in industry. Outlook is 
good and an improvement in the dividend should not be ruled out. B2 


Van Raalte: Despite competitive pressures in the hosiery field, earnings 
have been well maintained. Continuance of dividends at current rate 
is the minimum expectation. B2 


trend. 
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also boost payments. Despite the sharp gains which 
have already taken place in the market price of 
textile shares from the lows of 1958, further ap- 
preciation remains a possibility over the balance of 
this year. 


Industry Background 


Using employment as a yardstick, the textile and 
apparel industry ranks as the second largest, with 
over two million people directly employed. Size, 
in fact, has been responsible for a basic problem 
within the industry — overcapacity. Additional 
expansion was undertaken during World War II 
to meet the needs of the Government, thereby adding 
to the postwar woes. Some 8,000 companies are 
estimated to be operating in the United States but 
only a dozen or so account for 20-25% of total out- 
put. Competitive pressure is exerted on domestic 
companies also by foreign producers who are able 
to sell imported goods at low prices because of 
cheap labor. Government price supports on cotton 
have contributed to the mills’ dilemma by reducing 
margins on grey (unfinished) goods. 

In spite of these obstacles, the industry has man- 
aged to record some very profitable years when a 
combination of good consumer demand and a rise 
In industrial activity takes place. Apparel and 
household goods account for approximately 70% of 
output while industrial textiles make up the bal- 
ance. The latter is especially influenced by the auto- 
mobile industry which uses large amounts of rayon 
and nylon for tires in addition to upholstery fab- 
rics. 


Favorable Trends 


The basic problems of the industry have received 
increasing attention from management and in those 
areas where internal improvements were possible 
significant gains have been made. Technological 
advances have increased efficiency tremendously and 
improved machines are constantly being offered 
by such firms as Draper Corp., Roberts Co., Univer- 
sal Winding and Whitin Machine Works. Shuttle- 
less looms and the elimination of winding rooms 
are only two examples of the strides being made 
by the machinery manufacturers. The move to the 
south has been successful in reducing costs not only 
from a labor standpoint, but also in the tax category. 
Moreover, voluntary cutbacks in production by some 
of the leaders in the field have served to reduce 
the supply of goods to a more realistic level and 
no doubt has played a part in the firming of many 
prices in recent months. 


Foreign Competition 


Foreign competition remains a thorn in the side 
of the domestic industry and most measures under- 
taken to alleviate the problem do little more than 
stem the tide of goods which are “dumped” here 
annually. Agreements have been made with Japan 
(one of the major exporters to the United States) 
under which that country voluntarily limits the 
amount of its cotton goods exports to our country. 
A Senate Subcommittee which studied conditions 
in the textile industry has published a report mak- 
ing recommendations for correcting some of the 
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Comprehensive Statistiq-°™ 
American A 
Figures are in millions Enka ' 
exept where otherwise stated. Corp. q 
CAPITALIZATION: 4 
Long Term Debt (Stated Value) .................cccccceccccceeeeeeeeee —_— 
Preferred Stock (Stated Value) oe 5 
No. of Common Shares Outstanding (000) .................. 1,338 5 
I cota. 2 ap Cauiaacndnaseguncyes Wwosakauscsisulensscanin $ 67 ; 
SRT sii Caacxcaatdadcochaensbkuedehtnosaapansaceansaicouasnsivionedasd $ 70.2 
INCOME ACCOUNT: Year Ended .........ccccsccsseeseesseseeseeenes 1/5/59 % 
egghead taka cae cdias cscaessuhunachdansanspehspinisakeisaceaass $ 73.5 ; 
I PENN, NED cy GOIEs « Sccecascorscceestsseesesasecsercesnases $ 7.8 $ 
NN IND Foss) cic ctentacdhdanecnucenvensbins Ss 2% 
Interest Charges, etc. .. f — 5 
I SIR, 5 ncn onbsnsndanivanevebetnasveakanetiaunenas $ 1.9 
I III coccusnsencnsessptsssvicssnnsnseunssaptastneobscseaenesenobee 4.3% 
INI III ssc ccconscnveasnocsnsccnten 2.7% 
Percent Earned on Invested Capital . 2.5% $ 
Earned Per Common Share .................. $ 1.48 
IE, SOU s VO GOS onsccisccsccccccsnccccccscsse cosessccsene ; 
Cash and Marketable Securities $ 
TID co cvccasssoccesocecssnenansctons y 
ME I 65a catcsinnh saseiscyacscciscssnbeeasescasatsobsasaccospensicns ‘ 
TEIN oxic okconinpeasineseicnsnndestsinss hntvaldasactvnereneseaspsioiboniisn ‘ 
Current Liabilities ‘ 
Working Capital ...............0006 
ee I ts, Ms NR Hn ED aisncscnencsesnsvactsionsiocennssctsosens ‘ 
III WII © nis usa saan concensdashosanicoavosnnstbbnnelevnissecicnes ‘ 
SEER Ee we j 
Cash Assets Per Share 
Inventories as Percent of Sales 
Inventories as % of Current Assets 51.3% © 
*—Statistical data on other leading companies have not been | 
included because fiscal 1959 balance sheet figures have not 
been released yet. 
= 





problems created by foreign imports. Although no 
benefits of the investigation may be reflected in 
near-term operations of the industry, the general 
awareness and the public airing of the problem is 
encouraging to many in the trade. Another step 
in the right direction was the narrowing of the 
difference between the price of cotton sold to for- 
eign manufacturers and the higher price paid by 
American mills for the same product. This change 
was accomplished under the Amended Farm Bill 
of 1958 and corrects (to some degree) the inequi- 
ties of two-priced cotton. 


The Present Situation 


The upturn noted in the industry last fall was 
accelerated by the general improvement in business 
activity and the rise in textile mill sales and earn- 
ings is emphatically illustrated in the table below: 


RATE OF GAIN (PERCENT) 

Sales Net Before Taxes Net After Taxes 
4Q 1957 3Q1958 4Q1957 3Q1958 4Q1957 3Q1958 
to to to to to to 
4Q 1958 401958 4Q1958 401958 4Q1958 4Q 1958 


Text. Mill Prod. 5% 8% 51% 15% 76% 14% 
Nondur. Goods 5 3 15 3 12 8 
All manufact. 2 7 16 20 14 22 
Source: Federal Trade Commission Securities and Exchange 
Commission. 


Profits should continue to show a satisfactory trend 
based on recent mill margin figures. In April, the 
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omparing the Position of Leading Textile Companies * 
a Bigelow Celanese (James) Lowenstein Stevens 
— 3 American -Sanford Burlington Cannon Corp. of Cone Industrial lees (M.) & (J. P.) 
_ } Viscose Carpet Industries Mil's America Mills Rayon & Sons Sons & Co. 
- $ 136.3 $ 175 $ 147.1 $ 88.0 $ 15.8 — $ 7.4 $ 80.5 $ 57.6 
<i -- $ 3.2 $ 32.4 $ “103.2 $ 39 - $ 23 — 
wn 5,096 992 8,519 2,029 ! 5,844 3,438 1,851 817 2,838 4,206 
7 $ 147.3 $ 28.0 $ 188.0 $ 51.8 $ 193.5 $ 54.0 $ 18 $ 47 $ 83.3 $ 121.2 
+ 5 53.6 $ 9.0 $ 215.1 $ 78.9 $ 126.3 $ 74.4 $ 69.1 $ 35.9 $ 79.7 $ 149.2 
159 12/31/58 12/31/58 9/27/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 11/1/58 
“ $ 172.9 $ 63.2 $ 651.4 $ 191.8 $ 223.7 $ 165.8 $ 47.8 $ 68.1 $ 285.3 $ 386.3 
72 $ 23 $ 19.7 $ 29 $ 19.6 $ 49 $ 40 $ 16 $ 48 $ 10.0 
4 $ 22.5 . $ 13.8 $ 12.8 $ 13.6 $ 28 $ 32 $ 25 . 
iii ase $. 68 $ 5.2 $ 3.2 $ 1.0 - $ 40 $ 3.4 
- $ 18.3 $417 $ 103 $ 10.7 $ 119 $ 2.7 $ 4 3.0 $ 37 $ 3.0 $ 10.9 
ant . 4.9% 11.1% 13.7% 3.9% . 11.1% 3.3% 3.2% 
pony 10.5% 1.8% 5.5% 7.4% 1.7% 5.5% 1.0% 2.7% 
23% 28.4% 4.6% 8.2% 7.2% 1.1% . 9.3% 3.6% 5.1% 
148 $ 1.36 $41.91 $ 1.21 $ 5.31 $ 2.05 $ Bl $ 4 1.65 $ 4.55 $ 1.07 $ 2.60 
a9 12/31/58 12/31/58 9/27/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 11/1/58 
Ay $ 21.4 $ 36 $ 23.4 $ 55.2 $ 32.2 $ 72 $ 178 $ 32 $ 46 $ 12.7 
“5 $ 21.3 $ 21.7 $ 158.3 $ 43.7 $ 349 $ 50.4 $ 13.5 $ 16.8 $ 84.8 $ 107.5 
80 $ 22.3 $ 86 $ 102.8 $ 21.1 $ 22.0 $ 19.2 $ 62 $ 66 $ 31.8 $ 66.5 
33 $ 65.1 $ 34.4 $ 287.8 $ 1200 $ 93.9 $ 76.9 $ 40.8 $ 27.2 $ 121.4 $ 186.9 
10 $ 33.9 $ 5.9 $ 55.9 $ 21.1 $ 17.9 $ 14.2 $ 49 $ 88 $ 16.7 $ 46.1 
13 $ 31.2 $ 28.5 $ 231.9 $ 98.9 $ 76.0 $ 62.7 $ 35.9 $ 18.4 $ 104.7 $ 140.8 
5 1.9 5.8 5.0 5.6 5.2 5.4 8.1 3.1 72 4.0 
4 $ 181.0 $ 25.6 $ 183.0 $ 30.7 $ 163.5 $ 62.4 $ 34.1 $ 30.6 $ 562 $ 1°67 
8 $ 246.9 $ 60.9 $ 483.6 $ 152.3 $ 340.0 $ 145.3 $ 75.9 $ 57.9 $ 180.6 $ 316.0 
04 $ 4.19 $ 3.65 $ 2.76 $ 27.21! $ 5.51 $ 2.10 $ 9.65 $ 3.94 $ 1.63 $ 3.02 
8% 12.3% 34.3% 24.9% 22.7% 15.6% 30.5% 28.3% 24.6% 29.7% "7.8% 
3% 32.8% 63.1% 55.0% 36.4% 37.2% 65.5% 33.0% 61.7% 59.9% 59.5% 
5 d—Deficit. 
1__Includes 992,627 class ‘B’ stock. 
_— 
10 spread amounted to 27.18 cents a pound, the widest the comparable year-ago period. A similar boost 
fi since January 1957 and materially better than the was reported for the non-cellulosic fibers (nylon, 
al low of 21.65 cents recorded in mid-1957. Prospects Acrilan, Orlon, Dacron, etc.). It is interesting to 
is for maintenance of the present high rate is favor- note the shift that has been taking place in fiber con- 
2p able in view of reduced price supports on the cur- sumption during the past ten years. Natural fiber 
re rent cotton crop. The margin figure is especially (cotton, wool, silk) use has declined percentagewise 
“a interesting because it reflects higher wages placed from about 80% of the total a decade ago to ap- 
- in effect during the first quarter of this year. (The proximately (2% at present, acetate and rayon have 
wh wage pattern has completely reversed itself during remained relatively steady at about 20% of total, 
1] the past twelve months — last year, the unions but the chemical fibers (mainly nylon) have cap- 
i- signed straight one-year extensions of their con- tured almost 10% of the market from 2% during 
tracts.) Another sign of strength is in the Agri- the period mentioned. Although increasing empha- 
culture Department’s recent announcement that sis probably will be placed on man-made fibers in 
cloth prices rose in April for the tenth consecutive the future, the wider applications of blends (such 
month. Trade reports indicate that backlogs of as Dacron and wool) will lessen the impact of the 
- unfilled orders are growing, and most orders are inroads being made by synthetics. Another factor 
“ being booked for third or fourth quarter shipment. 1n favor of the natural fibers is the increasing 
.- Mill inventories are low and most of the orders research by leading textile manufacturers on che- 
a now being received will be filled from new pro- mical applications on natural fabrics. For instance, 
duction. wash-and-wear textiles are a product of such re- 
search and development. 
Gains In Various Segments Higher prices of unfinished goods are being re- 
- flected in the major end-product, clothing, and, coup- 
The cotton mills are not the only segment of the led with increased buying on the part of the con- 
8 industry with a promising outlook, however. Syn- sumer and relatively low retail inventories, apparel 
thetic fiber producers are showing gains based on manufacturers are expected to better the results 
increased auto production, the popularity of Tyrex of last year. 
tire cord, and the rise in household items such as 
carpets. The Textile Economics Bureau reported To Summarize 
April shipments of rayon and acetate, both cellulosic ; ; ; 
(derived from cotton linters or wood pulp) fibers, 1959 seems to be a definite year of recovery for 
d at about 39% above those of April 1958, and the the industry in general and sales and earnings 
e cumulative January-April gain 20% higher than comparisons with 1958 (Please turn to page 358) 
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Where They Stand 


When you look behind the 
series of new, highs in the in- 
dustrial stock price averages, the 
picture is decidedly mixed. Some 
stock groups have remained un- 
der earlier highs variously re- 
corded in 1929, 1946 or within 
the years 1955-1957. Others have 
risen far above past tops. Look- 
ing at 1959 highs to date — from 
which several groups have re- 
acted considerably — the gains 
over prior tops have centered 
largely in auto parts, building 
materials, chemicals, cigarettes, 
electrical equipment and _ elec- 
tronics, finance companies, food 
brands, farm machinery, food 
stores, office equipment, depart- 
ment stores, steels and tires. 
Among them, those currently 
down most from recent highs are 
cigarettes, electronics and food 
stores. Among others which have 
been exceptionally popular, it is 
difficult to believe that chemicals, 
food brands, office equipment and 
tires can continue so widely to 
outgain the market. 
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Others 


While gains of others from 
their 1957 lows range from 
moderate to wide, they can be 
called partial recoveries. For 
instance, highs recorded as far 
back as 1929 still stand for bak- 
ing, motion pictures, railroads, 
rail equipment, utilities and 
variety stores. Groups for which 
tops made between 1955 and mid- 
1957 still stand include aircraft, 
aluminum, coal, coppers, indus- 
trial machinery, metal fabric- 
ating, oil and paper. 











Cigarettes 


The cigarette stocks had a siz- 
able recent spill, accompanied by 
a recurrence of some “cancer- 
scare” talk. There has been a 
partial recovery up to this writ- 
ing. The fact is that the market 
does not repeatedly discount the 
same thing, and that this group 
discounted the cancer-scare pub- 
licity first by a 1953-1954 decline 
of about 28%, and thereafter by 
restricted fluctuation to July, 
1957, when the final report on 
the American Cancer Society’s 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1959 1958 
I ir Quar, Mar. 31 $1.52 $.59 
Re Rs NE TI III Siscccncncstcccicscasinsvessoseacs Quar. Mar. 31 33 14 
Western Union Telegraph .............:cccccceeeee Quar. Mar. 31 56 32 
American Viscose Corp. .......cccsssccsseeceseeeeseess Quar. Mar. 31 71 13 
NI TNE Oe ND vviccscscscceicssccssscstseciscascnset Quar. Mar. 31 1.29 .68 
Brunswick-Balke-Collender .0...........ccccccccecseeeeee Quar. Mar. 31 57 37 
I orn cssks ncaniaicensdacsecneumadeacckeanlans Quar. Mar. 31 32 -26 
RN I sits ssc sadtoabecasishaxendaceaamnacsnreonnneee Quar. April 4 1.01 .03 
WR TTY III nncscsicccscicccissccrececsessssenccs Quar. Mar. 31 1.26 61 
TID HRI acsescccncicsvncesstencpnavessictdccnssiesssiees 13 weeks Mar. 28 78 52 
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statistical findings was published. 


’ Thereafter, with sales and earn- 


ings rising, the group rose 
about 70% to its 1959 high, 
thereby catching up with earn- 
ings and dividends. In older times 
these stocks were bought and 
held primarily for secure income, 
with above-average market stab- 
ility. They probably have begun 
to revert to that status, inviting 
profit taking by some who bought 
or the unusual 1957-1959 ap- 
yreciation. We took the view here 
‘arlier this year that the group's 
ppreciation potential had been 
irgely exhausted but that lead- 
‘ng issues remained among the 
est income stocks. They still do. 


Sugar 


Stocks of sugar companies op- 
‘rating in Cuba have been sag- 
ying since the present govern- 
ment took over by revolution, 
anticipating “troubles” of some 
kind via nationalistic, socialistic 
policies. They fell further re- 
cently on news of “agrarian re- 
form” legislation. The ultimate 
implications are not clear. May- 
be the prospect will not remain 
so disturbing as it now seems to 
be, but that could be wishful 
thinking. We have repeatedly 
emphasized the risks of buying 
or holding stocks of companies 
with a vital interest in unstable, 
if not unfriendly, Latin-American 
and Arab countries. Investors and 
speculators who are now sorry 
they ignored the obvious Cuban 
risk are not entitled to too much 
sympathy. 


Exception 


Since it has sugar-producing 


properties in Cuba, American 
Sugar Refining’s shares have 
moved down with the others, 


falling from a 1959 high of 435% 
to 3214, before rallying fraction- 


ally at this writing. However, 
profits on Cuban operations were 
only a fourth of total 1958 record 
earnings of $4.71 a share. Due to 
market conditions, this year’s 
earnings probably in any event 
will be moderately lower. Allow- 
ing for benefits from enlarged 
and improved U.S. refining 
facilities, the company probably 
has a normal, or average, earn- 
ing power in the vicinity of $3.50 
a share, even if it got no future 
return from Cuba. Fairly liberal 
dividends should continue. Includ- 
ing a recent 60-cent extra, they 
are at an indicated $2.20 total. 
We see no need to sell this stock 
at a depressed price. 


Rail Break-Through 


By rising recently to a new 
1959 high, the rail average reaf- 
firmed the basic market uptrend. 
Its previous penetrations this 
year did not bring large gains and 
were promptly followed by reac- 
tions. Whether it will be dif- 
ferent this time remains to be 
seen, and could possibly be an- 
swered in short order. In 1958 
the average rose nearly 73% to 
a mid-November high of 157.91. 
Subsequent highs were 167.38 in 
mid-January, 165.12 (no _ pene- 
tration) on March 5, and 168.92 
on April 17. At this writing, the 
betterment of the latter level is 
rather modest, the net gain from 
last November’s high about 8%. 
Nevertheless, the technical impli- 
cation of rail performance is bul- 
lish, even though scope of the 
further rise is conjectural. 


Selections 


With few exceptions, the most 
speculative rails have lagged in 
1959 to date. Among the better 
performers over the last six 
months or so are Atlantic Coast 
Line, Chesapeake & Ohio, Deia- 
ware & Hudson, Great Northern, 
Nickel Plate, Pittsburgh & Lake 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


A.C.F.-Wrigley Stores ............ 
Cunningham Drug Stores 
Aluminium Ltd. 
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Smith-Corona Marchant 
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American Bank Note 
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1959 1958 

. Quar. Mar. 28 $.20 $.31 
6 mos. Mar. 31 1.68 1.92 
Quar. Mar. 31 .07 18 
. Year Febr. 28 45 1.21 
Quar. Mar. 31 65 85 
Quar. Mar. 31 .07 18 
Quar. Mar. 31 .27 .68 
. Quar. Mar. 31 81 1.42 
. Year Jan. 31 4.18 4.33 
Quar. Mar. 31 28 47 
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Erie, Southern Pacific, Western 
Maryland and Western Pacific. 
Some of these could rise further, 
others could come to the fore. 
Among the better-grade rails. 
Atchison and Union Pacific ap- 
pear somewhat undervalued. 
Risks at the bottom end of the 
scale remain high. Among the 
“in-between” possibilities for 
worthwile appreciation are Balti- 
more & Ohio, Illinois Central and 
Western Maryland. 


Cross-Currents 


Stock groups reflecting better- 
than-average demand at this 
writing, aside from rails, are 
principally: air lines, aluminum, 
automobiles and auto parts, build- 
ing materials, coppers, finance 
companies, machinery, metal fab- 
ricating, motion pictures, domes- 
tic oils, rail equipment and steels. 
Groups recently 


faring poorer 
than average include aircraft, 
food stores, drugs, electronics, 


international oils, meat packing, 
sulphur. 


Rail Equipments 


A good rebound is assured in 
1959 earnings of railroad equip- 
ment makers, most of whom also 
make a variety of other hard 
goods; the stocks are performing 
well, but remain generally well 
under earlier highs. The combi- 
nation cited offers better-than- 
average speculative possibilities. 
Some of the sounder stocks are 
ACF Industries around 52, 
American Brake Shoe 54, Gen- 
eral Railway Signal 37, Pullman 
65, Westinghouse Air Brake 35. 


Loew's 


Having separated its theater 
holdings under consent decree, 
this company is now a producer 
of motion pictures and phono- 
graph records. Shows on tele- 
vision, old films, under the 
familiar Metro-Goldwyn-Mayer 
name, provide substantial re- 
venue. No longer comparable 
with past periods, earnings were 
$1.80 a share for the 28 weeks 
ended March 12. They might be 
in the vicinity of $3.25 for the 
fiscal year ending August 31. Di- 


vidends at a conservative rate 
probably will be inaugurated 
soon. On the facts cited, the 


stock is no bargain, as movie is- 
(Please turn to page 364) 
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Business 
Trend 
Forecaster 


INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- —— 
mic decline in that +§ 
period, accurately 
forecasting heavy 
inventory accumula- 
tions. 
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Win the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(t)—Seasonally adjusted except stock and commodity prices. 
(a)—Based on F.W. Dodge data. 2 month moving average. In constant dollars. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—tke right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 

Current Indications of the Forecaster 

As of the end of May, the available figures on the 
components of the Trend Forecaster point to continued 
strength in business conditions. 

On the basis of recent data, stock prices and raw 
industrial commodity prices have been rising in the 
second quarter. Average hours worked and new orders 
in durable goods industries — two of the series which 
are usually considered especially reliable — have con- 
tinued to advance. Housing starts have been fluctuat- 
ing narrowly in recent months, while contract awards 
for nonresidential structures are in a moderate recovery. 
New incorporations and business failures (inverted) have 
shown slight signs of weakness; the former of the two 
series has recently been declining from an erratic peak 
which reflected a temporary legislative stimulus to new 
incorporations several months ago. 

The Relative Strength Measurement, after reaching a 
peak in the vicinity of +4 in the fall of 1958, hos now 
stabilized at a level of about +3 (after adjustment for 
the decline in new incorporations for the reason de- 
scribed above). At this level it indicates further business 
improvement once the steel labor negotiations have been 
settled. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—remains in a moderately rising trend, 
a little less rapid than in the first quarter. Gains in soft- 
goods about complete now, but further rises probable 
in hard-goods lines in remainder of 1959. 


TRADE—retail volume continues strong, at an $18- 
billion monthly rate. Autos and appliance volume 
very good. Prospects: sales to continue at the current 
rate through the summer. 


MONEY & CREDIT—has moved toward considerably 
more tightness. Rates are now rising notably, and 
member banks are operating with heavy net borrow- 
ings from the Reserve system. Look for more tight- 
ness in next three months. 


COMMODITIES— industrial commodity prices continue 
to strengthen moderately, and farm prices have about 
stablized after their long decline of late 1958. General 
commodity price level now rising slowly, but no sharp 
inflation ahead. 











MONEY AND BANK CREDIT 
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N the revised statistics for gross national product 

in the first quarter of 1959, it is noteworthy that 
the estimate for inventory change has been revised 
considerably upward — to an annual rate of $5.7 
billion. This is about the fastest rate of accumulation 
since the long stockbuilding of late 1955 and 1956; 
it is suggestive of the type of business cycle expan- 
sion now being enjoyed by general business. 

For instance: how long can accumulation at nearly 
$6 billion a year go on? Answer: for a relatively 
long period, perhaps as much as a full year. Stocks 
are now clearly, definitely low relative to sales vol- 
ume, and inventory-sales ratios in most lines spell out 
pretty clearly that an extended period of accumulation 
still lies ahead. 

Is this a real inventory boom, such as occurred in 
late 1955 and early 1956? Answer: probably not. In 
the first place, world supply of so many commodities 
is now better than it used to be that the urgency of 
inventory-building has been lessened. Moreover, in- 
ventory demand in 1955 and 1956 was being stimu- 
lated by considerable price increases, which provided 
a speculative reason for inventory growth. While prices 
are firming somewhat now, there is no indication of 
the kind of price advance that would stimulate spec- 
ulative inventory moves. 

But the kind of inventory buying that can be looked 
forward to is certainly stimulative to general business. 
And it is not confined to steel alone (at present, about 
40% of the total rate of inventory accumulation is 
represented by steel). Retail inventory of goods ex- 
cept automobiles still seems to be conservative; de- 


(Please turn to the following page) 
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Latest Previous Year 
THE MONTHLY TREND | Unit Month Month Month Ago 
INDUSTRIAL PRODUCTION* (FRB)...... | 1947-'9-100 | Apr. 149 147 126 
Durable Goods MfP........cccssssssceee seers 1947-’9-100 | Apr. 164 160 131 
Nondurable Goods Mfr.............0.:06. 1947-'9-100 | Apr. 140 139 125 
Mining 1947-'9-100 | Apr. 123 122 109 
RETAIL SALES*.......... vidoes ap dleataxioaas $ Billions Apr. 18.0 17.9 16.5 
RENOIR, 5 Sascccsesceas« cesesesseese . | $ Billions Apr. 6.2 6.1 $2 
Nondurable Goods............ccccceceeseees $ Billions Apr. 11.8 11.8 11.3 
Be UI OB iv scncssscascsecsoncsci-ovsscese 1947-'9-100 | Apr. 139 139 130 
MANUFACTURERS’ 

4 New Orders—Total*................:ccc00+ $ Billions Mar. 30.0 29.7 24.8 
Durable Goods $ Billions Mar. 15.1 14.9 11.5 
Nondurable Goods...............00000 | $ Billions Mar. 14.9 14.8 13.3 

Ship NPY D Sanasshssbeavveesbindeaneseavsssnestoube | $ Billions Mar. 29.1 28.5 24.9 
NN osc cccssncenahiservcesasianion $ Billions Mar 14.3 13.9 11.7 
Nondurable Goods................c000 $ Billions Mar. 14.7 14.6 13.3 

BUSINESS INVENTORIES, ENP MO.*| $ Billions Mar. 86.3 85.9 88.5 
INNIS Rav ccsscnsisiniscsssscsececaonneas $ Billions Mar. 50.3 49.9 52.0 
j Oe eee $ Billions Mar 11.9 11.9 12.4 
Retailers’ sidsidinisnbianinccokesbanis | $ Billions Mar. 24.1 24.1 24.1 

Dept. Store Stocks ...ccccssecsssssssssseseeee | 1947-9-100 | Mar. 148 150 143 
CONSTRUCTION TOTAL.........0.......cccceeee $ Billions Apr. 4.2 3.8 3.6 

Private | $ Billions Apr. 2.9 27 2.6 
OE | $ Billions | Apr. 17 15 1.4 
EIDE cscdenscsnssinsnscnsisesnctssivccseonts | $ Billions Apr. 1.2 1.2 1.2 

Housing Starts*—a........ccccssessessseeees | Thousands Apr. 1390 1390 983 

Contract Awards, Residential—b...... $ Millions Apr. 1831 1541 1240 
All Other—b | $ Millions | Apr. 1948 1799 1641 

EMPLOYMENT 

PRUE INEIEIIRY 5 csicccsssesnscrcstacremiisiacame | Millions Apr. 65.0 63.8 62.9 

Non-Farm | Millions Apr. 51.3 50.9 49.7 
OIIIIIIDS ss cszccciccnsssececanscssaccsniec | Millions Apr. 8.1 8.1 7.9 
RO har sxiscistlaiceecasiscaicucece | Millions Apr. WW. WI 10.9 
MONON Sais tet riccaidisietiscdicicacon | Millions Apr. 12.1 12.1 11.3 

Hours Worked | Hours | Apr. 40.3 40.2 38.6 

CSoamrty Bemrrtlen 8... cscscsssecsisnsiessecs | Dollars Apr. 2.23 2.22 2.11 

Weekly Earnings.......c.....ssccses00e- | Dollars Apr. 89.87 89.24 81.45 
PERSONAL INCOME?™....0000.0......ccecccseeee $ Billions Apr. 373 370 350 

Wages & Saleries...ac.ccccsscoxssccesscsessons | $ Billions Apr. 253 250 232 

Proprietors’ IncomesS..................c0000 | $ Billions Apr. 59 59 58 

Interest & Dividends....cccccccsscssseeeen | $ Billions | Apr. 33 33 32 

Transfer Payments............sc0c:csccssesseees | $ Billions Apr. 26 26 26 

Farm Income | $ Billions Apr. 18 17 19 

CONSUMER PRICES ol 1947-'9-100 | Apr. 123.9 123.7 123.5 

Ps ccnccaniovk caxtesaseteriserSasccintcbansseoenien | 1947-'9-100 | Apr. 117.6 117.7 121.6 

Clothing . 1947-'9-100 | Apr. 107.0 107.0 1067 

Housing ...... 1947-'9-100 | Apr. 128.7 128.7 127.7 

MONEY & CREDIT 

All D  Deposits®.......cccccccccsceses $ Billions Apr. 112.8 112.2 107.2 

Bank Debits*—g $ Billions Apr. 93.7 89.4 81.3 

Business Loans Outstanding—c.......... | $ Billions Apr. 31.2 31.2 30.1 

Instalment Credit Extended’... | $ Billions Mar. 3.7 3.8 3.2 

Instalment Credit Repaid’................ $ Billions Mar 3.4 3.5 3.4 

FEDERAL GOVERNMENT 

Budget Receipt $ Billions Mar. 8.4 6.6 9.5 

Budget Expenditures................csses00 $ Billions Mar. 6.5 6.3 5.7 

Defense Expenditures................sc00000 $ Billions Mar. 3.9 3.6 3.5 

Surplus (Def) cum from 7/1.......... ..| $ Billions Mar. (11.0) (12.9) (3.4) 











PRESENT POSITION AND OUTLOOK 








partment store inventories are also 
moderate. Wholesale inventories are 
roughly 10% too low for current sales 
levels, and manufacturing inventories 
look about $5 billion too low. Inven- 
tory accumulation, one of the main 
present strengths of business condi- 
tions, thus still has a course to run. 


* * * 


PERSONAL INCOME, after a slow rise 





in late 1958, has been climbing sharp- | 


ly in early 1959; since last December, 
the annual rate of personal income 
has risen by about $13 billion. The 
great bulk of this increase has come 
in labor incomes as usual; this cate- 
gory of income is up about $10 bil- 
lion thus far in 1959. Other big 
gainer: an increase of about $1 bil- 
lion for net incomes of unincorporated 
business enterprises. Just holding 
their own have been stockholders, 
farmers, and owners of rental pro- 
perties. Interest incomes of indivi- 
duals have risen only fractionally. 

The outlook for personal income 
remains good throughout the remain- 
der of 1959. Wage incomes are very 
likely to continue to advance, reflect- 
ing both higher employment and 
some increase in wage rates. Divid- 
end payments are also likely to rise, 
and interest payments to individuals 
will doubtless climb smowhat along 
with interest rates themselves. 


* * * 


PRODUCTION ROUNDUP; by industry, 
this is how the production trend stands 
as of the middle of the second quar- 
ter. 

Among durables industries, output 
of primary metals is back to the im- 
posing peak reached in 1957, main- 
ly as a result of forced-draft opera- 
tions in the steel industry to beat the 
strike deadline. Machinery production 
is still about 7% below the record 
highs of 1957 and 1956, mainly re- 
flecting the slow pickup in industrial 
machinery business. Production ac- 
tivity in many specialized machinery 
lines, such as office and store mach- 
inery, is already back at a new peak. 
Both lumber products and “fabricated 
metals” industries, which serve the 
building industry in large measure, 
are in the area of their 1957 operat- 
ing rates. 

Among soft goods, on the other 
hand, virtually every industry is at 
record levels. The paper industry is 
working about 6% higher than its 
average rate in 1957; textile and ap- 
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YOK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
also |& In Billions of Doll Ss lly Adjusted, at Annual Rates ? 
a) - parel production is almost 10% high- 
_ — oe 1958 er than in 1957, as are chemicals and 
es SERIES Quarter Quarter Quarter Quarter, petroleum products. Even the relative- 
og it i IV Wm ! ly stable food industry is up about 
ond GROSS NATIONAL PRODUCT 467.0 453.0 439.8 427.1 6°/,. Consumer durables output gen- 
ares | Personal Consumption ...... «| 300.5 295.9 291.5 286.2 erally is about 3% above 1957. 
ndi- Private Domestic Invest. .. 70.2 61.6 54.5 50.9 xk *« * 
‘un. Net Foreign Investment .... 0.3 0.4 1.7 17 : 
Government Purchases ...... 96.6 95.2 92.0 88.3 THE CONSTRUCTION TREND; if you 
a Ee 54.3 54.2 52.2 49.7 watch it in terms of the dollar value 
— RUNING MNIIIID ccsnscentinossssorssnsssnsnrnssvecss 42.3 41.0 39.9 38.6 of construction work put in place each 
irp- | 7ERSONAL INCOME .....-.cccccsescsccssseseseenee 365.7 359.5 358.6 348.3 month, it seems at least to have flat- 
ser, | Tax & Nontax Payments .................. 44.8 43.7 43.5 42.3 tened out. And even the private total 
me Diep - ‘ panacea 320.9 315.8 315.1 306.1 within the aggregate has stopped 
Consumption Expenditures ................ 300.5 295.9 291.5 286.2 ie ‘ t th ft lac 
«The Personal Saving—d ........c.s.c-scesseeeeesees 20.4 19.9 23.6 19.9 ttn in eee on Ss, Se er , aving 
me risen extraordinarily rapidly in late 
o~ CORPORATE PRE-TAX PROFITS ........ : ial 45.2 37.9 317 1958 
r Corporate Taxes .......ccsesseeeeeeeeees = 23.0 19.3 16.1 _ : 
il- | F Corporate Net Profit ... ai 222 18.6 155 Housing starts, too, have evidently 
dig | | Dividend Payments ..... 12.5 11.8 12.5 12.5 stopped rising, after a sharp expan- 
ail Retained Earnings ..... ......cseseseeceee-: et 10.4 6.1 3.0 sion that ran almost throughout 1958. 
ed PLANT & EQUIPMENT OUTLAYS ......... 31.2 30.0 29.6 32.4 In the latest figures, the starts rate has 
ng clung very close to the 1.4 million an- 
rs, THE WEEKLY TREND nual rate experienced in the late 
a months of 1958, but has not surpass- 
“i Week ieeet tiiiiees ‘Saar ed it. It seems to be the consensus of 
Unit Ending Week Week Ago analysis of the housing market that 
ne MWS Business Activity Index*..| 1935-'9-100 May 16 309.9 309.2 2638 the starts rate will stay in the 1.4 mil- 
= MWS Index—per capita® ...... | 1935-’9-100 May 16 | 2280 2286 197.4 lion vicinity for several more months, 
r Stoel PROGUCHON ..ccccccccsoceccsceseces % of Capacity May 23 94.4 92.9 56.4 and then begin to drift downward. 
“4 Auto and Truck Production.... | Thousands May 23 169 172 113 In recent months, the level of VA 
a Paperboard Production Thousand Tons May 16 323 314 269 . . 
id Paperboard New Orders | Thousand Tons May 16 293 332 240 appraisal requests and FHA applica- 
d- Electric Power Output* 1947-'49-100 May 16 | 2545 255.1 225.4 tions has run about as high as in late 
‘ Freight Carloading Th d Cars May 16 694 677 561 1955 and early 1956, a period which 
“ oe —" te ie _ os = — rm was followed by a starts rate in the 
‘ epartment Store Sales....... .... -'9- ay b sans 
g Demand Deposits—e....ccccccseee-...0 $ Billions May 13: 56.2 562 547 range of 1.1-1.2 billion and such a 
Business Failures ........-...:-00++0+0+: | Number May 14 311 265 327 rate is a likely level for late 1959. 
*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Councit’ef Economic Advisors. (g)—337 non-financial 
/, centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
ls 
- THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
it No. of 1959 Range 1959 (Nov. 14, 1936 Cl.—100) High low May 15 May 22 
Issues (1925 Cl.—100) High low May 15 May 22 100° High Priced Stocks ..... 295.2 268.4 295.2 294.7 
z 300 Combined Average ... 478.7 436.9 477.2 478.7H 100 Low Priced Stocks ... 655.3 585.4 651.0 655.3H 
4 Agricultural Implements ...... 440.0 356.2 426.0 440.0H De BD cisccsatescrsscsccnnees 996.6 853.0 962.8 996.6H 
; 3 Air Cond. (‘53 Cl.—100) ..... 137.2 125.0 132.3 134.8 4 Investment Trusts ....... . 190.6 179.7 179.7 179.7 
‘ 10 Aircraft (‘27 Cl.—100) ....... 1375.1 1191.0 1375.1 1350.6 3 Liquor (‘27 Ci.—100) ... 1564.6 1459.3 1459.3 1459.3 
) 7 Airlines (‘27 Cl.—100) ........ 1429.4 1079.6 1329.5 1329.5 B MIR OTY  arcccreccceccecceeses 545.5 452.4 532.2 545.5H 
| 4 Aluminum (‘53 Cl.—100) .... 456.6 392.0 435.1 456.6H 3 Mail Order ..........ccc000 — wae 253.1 335.9 355.5H 
; 5 Amusements  ......ccecsecseeeseeree 239.1 200.5 239.1 233.3 4 Meat Packing ..........sc00e. 249.6 204.4 218.1 224.0 
) 6 Automobile Accessories ..... 489.7 413.4 489.7 489.7 5 Metal Fabr. (‘53 Cl.—100) .. 207.7 181.3 202.4 204.2 
6 Aut bil 113.8 93.7 113.8 113.8 9 Metals, Miscellaneous ....... 409.6 369.4 391.3 384.0 
4 Baking ('26 Cl.—100) .......... 41.3 38.7 39.4 39.8 4 Paper 1275.4 1170.1 1228.6 1240.3 
4 Business Machines ................ 1356.4 1225.9 1330.3 TEEGAM | BE PRAIRIN csceccccccsscrssesceessccecees 885.5 802.0 835.4 835.4 
6 Chemical 801.6 692.9 801.6 794.8 21 Public Utilities .......... - S654 345.1 355.2 355.2 
4 Coal Mining «0.0... 34.5 28.1 33.6 33.9 6 Railroad Equipment .. om 99.8 86.9 96.3 98.9 
4 Communications _ ...........000 203.8 164.6 198.9 195.6 Be III. acsioapcasnenspnsssonasetsese’ 76.7 71.7 74.6 76.7 
ea 178.9 158.7 177.4 177.4 PS ME sisrcinasnssesnonsrnonns 651.7 599.8 640.1 651.7 
7 Containers 1142.6 1021.8 1032.8 1032.8 Bee I Oe TI sctsincessescanccistnncs 423.0 392.5 415.4 423.0H 
6 Copper Mining .............:0+ 344.6 280.7 336.3 339.0 4 Sugar 144.7 112.1 118.7 112.1L 
2 Dairy Product: 153.1 138.8 151.7 153.1 2 Sulph 863.3 733.4 748.7 733.41 
6 Department Stores ............. 132.0 119.1 130.9 130.9 11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 100.9 96.0 
5 Drugs-Eth. (’53 Cl.—100) .... 467.4 379.5 451.4 431.5 5 Textiles 219.0 176.6 219.0 217.2 
6 Elec. Eqp. (‘53 Cl—100) ... 316.7 268.8 316.7 308.7 3 Tires & Rubber ................... 264.9 216.1 262.8 264.9H 
| 3 Fi Compani 726.5 661.8 726.5 726.5 5 Tob 191.5 172.9 184.8 184.8 
5 Food Brands 438.1 406.3 426.2 434.1 3 Variety Stores .........c...0000 350.9 331.4 344.4 337.9 
3 Food Stores 279.6 257.9 257.9 257.9 20 Unclassif’d (‘49 Cl.—100) ..... 275.4 239.8 270.6 275.4 
H—New High for 1959. L—New Low for 1959. 
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SPOT MARKETS—Sensitive commodities were somewhat higher 
in the two weeks ending May 22, with raw foodstuffs in 
the lead. The BLS daily index of 22 leading commodities 
rose 0.4%, to close at 88.2, just a shade under the high of 
last November. The raw industrial materials component of 
the index was only 0.1% higher, although small gains dotted 
the list. Higher prices were registered for copper scrap, steel 
scrap, tin, print cloth and rubber. Burlap and wool tops 
were lower. 


Meanwhile, the BLS comprehensive weekly price index 
eased slightly in the two weeks ending May 19, with farm 
prices in the van, reflecting seasonal crop influences, The 
index of commodities other than farm products and foods 
lost 0.1% and is still failing to reflect any inflationary 
pressures. 
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FUTURES MARKETS—Commodity futures again followed diver- 
gent courses in the two weeks ending May 22. Farm- 
oriented products were mostly lower, with wheat, oats, lard, 
cotton and wool tops, all declining. Gains were registered by 
copper, zinc, lead, hides and cocoa. 

Wheat futures continued to give ground in the period 
under review with the Sepember option losing 112 cents, to 
close at 187. Congressional action in passing bills to put a 
ceiling on the size of individual support loans was regarded 
bearishly, Crop weather news has been generally favorable 
for growing and the harvesting of winter wheat will soon be 
in full swing. First receipts of the 1959 crop came in mid- 
May and harvesting in Kansas is expected to start early in 
June. The harvest season usually prevents wheat futures 
from making worthwhile advances and could put further 
pressure on prices. 
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BLS PRICE INDEXES Latest 2Weeks 1Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 1941 
All Commodities May 19 119.5 119.6 119.5 60.2 
Farm Products May 19 90.6 91.4 985 51.0 
Non-Farm Products May 19 127.9 128.0 125.3 67.0 
22 Sensitive Commodities May 22 88.2 87.8 85.8 53.0 
9 Foods May 22 82.7 82.0 92.6 46.5 
13 Raw Ind’l. Materials May 22 me MF S22: 383 
5 Metals May 22 945 93.8 82.8 546 
4 Textiles May 22 787 78.8 766 56.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1959 1958 1953 1951 1941 
High of Year 160.5 154.1 162.2 215.4 85.7 
Low of Year 152.1 146.5 147.9 176.4 74.3 
Close of Year 152.1 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1959 1958 1953 1951 1941 
High of Year | 152.7 159.0 166.8 215.4 84.6 
Low of Year 144.2 147.2 153.8 174.8 55.5 
Close of Year | 147.6 166.5 189.4 84.1 
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BLS INDEX 22 BASIC COMMODITIES 


(1947-1949—100) 
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Have Utilities Discounted 
Growth Prospects? 





(Continued from page 335) 


present reserves seem somewhat 
on the high side (during World 
War II reserves were much smal- 
ler). Part of our present reserve 
may in fact be considered as a 
special defense reserve, in case 
some plants are bombed out in a 
future war. 

J. E. Corette, then President 
of the Edison Electric Institute, 
i an address before the annual 
convention in April estimated 
that gross plant would increase 
iv the next decade 115% as the 
,esult of adding some $46 billion 
of new investment to the 1958 in- 

stment of $40 billion. Revenues 
should increase 135% — from 
$8.5 billion to about $20 billion. 
These projections assume that 
here will be no major war and 
that the free enterprise system 

s we know it today — will con- 
inue; they also recognize the in- 
lation factor. 


The Practical Factors In 
Air Conditioning 


While 1959 kwh sales are 
showing a gratifying increase, 
due to continued steady increase 
in residential load and a sharp 
recovery in industrial sales, the 
industry is somewhat concerned 
about the effects of air-condition- 
ing sales. Formerly peak loads 
occurred in winter in most areas, 
but now the use of air-condition- 
ing has created a summer peak 
for many southern companies in 
excess of the Christmas-time 
load. With a sudden advance in 
temperature, the sharp rise in 
use of air-conditioners will call 
for huge additional current for 
perhaps a very short time. The 
idea is now gaining ground in 
the industry that this business is 
not very profitable unless it can 
be balanced by a heating load in 
the winter. Thus Florida Power 
Corp. and other companies are 
pushing the use of heat pumps. 

Heat pumps operate less effi- 
ciently in northern areas al- 
though a few are in use. How- 
ever the idea of electric heating 
through use of other devices — 
resistance heaters, wall panels, 
baseboards, etc. — is being pro- 
moted. At present only about 1% 
of our 50 million residential and 
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Serving ... 


Treasure Chest Land 
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__ 
— the area that’s so rich 
in raw materials and chemicals 
Rich stores of practically every raw material needed by 
modern industry abound in the vast Utah, Idaho, Colorado 
and Wyoming area served by Utah Power & Light Co. and 
subsidiaries: The Western Colorado Power Co. and Telluride 
Power Company. 
WRITE FOR BROCHURE: “A 
Treasure Chest in the Growing 
UTAH West” containing detailed informa- 
tion regarding industrial opportun- 
ities Address: W. A. Huckins, 
POWER Dept. 17 Utah Power & Light Co.., 
e G Salt Lake City, Utah 
CO. WL ao Srounmg- (Wat 
| 
| 
| 
rural customers have central Vice-President Wallace of Geor- 


heating and cooling, and only 
11% have installed room air- 
conditioners. Thus there is a big 
field here for expansion, al- 
though competition from the gas 
utilities is now increasing. Vice- 
President Witting of Westing- 
house Electric thinks that by 
1968 we should have over two 
million electrically heated homes 
and by 1978 eight million. 
Moreover there are big oppor- 
tunities for increasing the sales 
of electricity by regulating hum- 
idity in the home, according to 


gia Power Company, who gave a 
talk at the EEI Convention on 
“Climate Control in Load 
Growth”. Most air-conditioning 
units fail to control humidity 
during the moderate and cooler 
hours when cooling is considered 
unnecessary; and not many heat 
pumps adequately control humidi- 
ty at night. A device which can 
operate at reduced capacity at 
night is needed, and it should also 
be able to re-heat the air to room 
temperature if necessary. 

The sales possibilities in future 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 
1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


intervals. 


addressed envelope. 


No inquiry will be answered which is mailed in our postpaid reply 


envelope, 


2 
3. No inquiry will be answered which does not enclose stamped, self- 
4 
5 


Special rates upon request for those requiring additional service. 





Beatrice Foods Co. 


“You have stated in your publication 
that the food industry is a stable indus- 
try also offering some growth prospects. 
I would be interested in receiving re- 
cent data on Beatrice Foods.” 


E.A., Colorado Springs, Colo. 


Beatrice Foods is one of the 
largest companies in the dairy 
field. It has also achieved good 
diversification through non-dairy 
products and services. 

Sales increased to $385,449,644, 
a gain of $31,477,657 from the 
preceding year’s record total. Net 
earnings were $8,862,121, an in- 
crease of $1,260,443. 

Net earnings, after dividends 
on preferred shares outstanding, 
were equivalent to $3.65 per 
share on 2,322,658 common 
shares outstanding at the end of 
the fiscal year, compared to $3.52 
per share on 2,049,181 common 
shares outstanding at the end of 
the previous year. 

The company also attained 
new peaks in virtually every 
other .phase of operations includ- 
ing bottled milk and ice cream 
sales, working capital, stockhold- 
er equity and dividends paid. 

Beatrice further strengthened 
its financial position by increas- 
ing working capital by $8,296,944 
to $44,822,972. The ratio of cur- 
rent assets to current liabilities 
increased moderately last year. 
It was the 14th consecutive year 


in which the company has shown 
an increase in working capital. 
The book value of each common 
share increased from $32.56 to 
$34.60. 


The company’s continuous re- 
search and development program 
has been productive of new spe- 
cialties for bulk sales to the 
bakery, institutional and _ pre- 
pared-mix industries. The pro- 
gram also includes development 
of improved methods for the 
manufacture of dairy specialties 
as well as the establishment of 
standards for the selection of 
various dairy ingredients. Thus, 
the outlook for the current year 
continues favorable. 

Current quarterly dividend is 
45 cents per share and the indi- 
cated dividend yield is rather 
modest. 


Long Island Lighting Co. 
“Please forward statistical information 
covering the operations of Long Island 


Lighting and also please include divi- 
dend rate.” B. E., Kenosha, Wisconsin 


Long Island Lighting supplies 
electricity and gas in a growing 
residential area of Long Island, 
New York State. 

Revenues for 1958 increased 
$12 million over 1957. Electric 
revenue was almost $93 million, 
up about 8%; gas revenue was 
$29 million, 22% higher than 
1957 but expenses were 10.3% 
higher in 1958 than in 1957, re- 


flecting additional fuel use and 
somewhat higher fuel and labor 
costs. The largest increase in ex- 
pense over last year was again 
attributable to taxes which in- 


creased in greater proportion 
than the growth in property and 
equipment. 


Net income was $2 million} 


ahead of 1957 and earnings per’ 
average share were $1.62 for! 


1958 as against $1.44 for 1957. 

The chairman of the board E. 
W. Doebler, stated that the New 
York Public Service Commission 
announced recently a policy to be 
followed by the utilities of New 
York which has the effect of 
changing our accounting policy 
regarding “accelerated deprecia- 
tion” on property built since 
1953. The significant part of the 
commission’s policy as far as we 
are concerned”, he continued, “‘is 
to consider as a current expense 
only the taxes that have to be 
paid now, and if as a result, high- 
er taxes have to be paid in the 
future, they will be allowed as an 
expense at that time. 

“We are changing our account- 
ing as of the first of this year, 
and our first quarter report wil! 
be the first to reflect this’, ac- 
cording to Mr. Doebler. “On our 
former basis of accounting our 
earnings for the 12 months ended 
March 31, 1959 would have been 
$1.68 per share, compared with 
$1.55 reported for the 12 months 
ended March 31, 1958. On the 
basis of the new tax accounting 
required by the Public Service 
Commission, we will show earn- 
ings for the 12 months ended 
March 31, 1959, of $1.99 a share 
as compared with $1.86 for the 
previous 12 months’. Mr. Doeb- 
ler cautioned that it is too early 
at this time to determine just 
what the exact consequence of 
this change in accounting will be 
so far as the share owner or con- 
sumer interests are concerned. 
Revenue outlook continues favor- 
able. Dividend rate is 30 cents 
quarterly. END 
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seem tremendous — although it 
will be necessary to tempt the 
customer with special promotion- 
al rates. Commonwealth Edison 


' and some other utilities are now 
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quoting a rate of about 1.5¢ 
which compares with the average 
U.S. rate of around 2.5¢. Also it 
will be necessary to do a real 
sles campaign, perhaps by offer- 
ing inducements to utility em- 
p.oyees to use residential heat- 
ing themselves as an example. 
1 tilities must also work closely 
vith architects, contractors, and 
© eculative builders, in order to 
rush the “all electric” home. 


In the past the utilities have 
sually been able to counter in- 
ition by greater efficiency and 
| y obtaining rate increases when 
i.ecessary but any lag in receiv- 
ig higher rates to compensate 
xy higher costs is a factor of 
nportance under today’s condi- 
‘ions. The amount of coal re- 
‘uired to generate one kwh has 
lropped over the year from 3 or 

pounds to less than a pound 
nd progress is still being made 
y the use of higher steam tem- 
eratures and pressures in the 
vjiler. This requires larger gen- 
crating units — up to 300 — 
500,000 kw capacity compared 
with 150,000 a few years ago. 
line losses are also being re- 
duced — a greater percentage of 
the electricity produced can now 
he sold. 


Some recent developments may 
yroduce economies in what is 
known as “peak shaving’. The 
peak loads of winter or summer 
ire not of very long duration, 
vet capacity must be provided to 
take care them, even if the com- 
pany’s largest unit should be dis- 
abled. In the past old and very 
obsolete units have been custom- 
arily used to provide this extra 
power once or twice a year. But 
now General Motors is producing 
a modern diesel (MU-60) of 
about 2,000 kw capacity; several 
units can be combined for unit 
operation if desired. Such units 
could be placed as near as pos- 
sible to the load center and would 
be fully automatic. General Elec- 
tric has recently announced a gas 
turbine designed especially for 
peaking purposes, with about 
20,000 kw capacity. The utilities 
are planning to try out these new 
types of generating units, which 
may permit delaying orders for 
very large and expensive units. 


The utilities are still actively 
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a machete in Hawaii 








a submarine under the Nort) Pole 





4 helicopter over Brazil 


a pistol in Tanganyika 


The world-wide prestige of Connecticut products and workmen 
attracts new industry to the state, encourages diversification and 


stimulates expansion. 


THE HARTFORD ELECTRIC LIGHT COMPANY 
serves the busy metropolitan areas of Stamford, New London, 
Hartford and Torrington. Annual Report on request. 


176 Cumberland Avenue 





at work on a number of atomic 
power projects, and considerable 
attention was devoted to this sub- 
ject at the recent Edison Electric 
Institute Convention. The pres- 
surized water reactor in Ship- 
pingsport, Pa., is the only com- 
mercial plant yet in operation, 
and since construction involved 
a great deal of research and the 
plant was “built like a watch,” 
the investment was heavy and 
cost of power is correspondingly 
high. However other plants now 
under construction will make a 
much improved showing and, 
despite Washington’s conserva- 
tive estimate that atomic power 
won’t be competitive with con- 
ventional steam power for an- 
other five or ten years, some of 
the new plants will greatly re- 
duce the spread in overall cost 
of generation. 

The main difficulty has been 
that, since plans for most of these 
plants were originally made, the 
expense of safety requirements 
has increased and construction 
wages have skyrocketed. Thus 
Consolidated Edison’s big plant 
at Indian Point (which the com- 
pany recently invited some 200 


Wethersfield, Connecticut 


analysts to inspect) will now cost 
$100 million compared with the 
$90 million estimate a year ago 
and lower previous figures. The 
cost of generating power (re- 
duced by adding a large conven- 
tional superheater) is now fig- 
ured at about 14 mills. per kwh 
of which about half would be 
fixed charges.. The plant is ex- 
pected to go into operation in 
April 1961. 

In New England where the 
cost of coal is high because of 
heavy freight charges, the Yan- 
kee Atomic plant is expected to 
make a reasonably good (but not 
fully competitive) showing. The 
big plant in Illinois being built 
by Commonwealth Edison and 
others is of the boiling-water 
reactor type which is considered 
more efficient. When this plant 
was originally planned both Gen- 
eral Electric, the builder, and 
Commonwealth claimed that it 
would be competitive but the in- 
crease in construction costs has 
now ended this claim. The large 
Fermi plant in lower Michigan, 
being constructed by a group 
headed by Detroit Edison, will be 
a “fast breeder” type; the origin- 
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ANACONDA 


DIVIDEND NO. 204 

May 28, 1959 

The Board of Directors of 
THE ANACONDA COMPANY 
has today declared a dividend 
of Fifty Cents ($.50) per 
share on its capital stock of 
the par value of $50 per share, 
payable June 29, 1959, 
to stockholders of record at 
the close of business on 

June 8, 1959. 

R. E. SCHNEIDER 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 

















YALE & TOWNE 
Declares 285th Dividend 
. 371/2¢ a Share 


On May 28, 1959, 
dividend No. 285 
of thirty-seven 
and one-halfcents 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 

July 1, 1959, to 
stockholders of record 
\ \\ at theclose of business 
‘ June 12, 1959. 








Wm. H.MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE Fc. co. 


Cash dividends paid in every year since 1899 











| al cost of power may be on the 
high side, but experience with 
| this type of plant will prove valu- 
| able for the future since it will 
| produce about as much atomic 
fuel as it consumes. 
In California, Pacific Gas & 
Electric and GE have built a 
| gmall boiling-water reactor which 
| has proved highly successful and 
| a larger plant is now under con- 
| struction; Pacific Gas claims this 
| will be competitive with high- 
| cost coal in this particular area. 
There are several encouraging 
developments in the atomic 
energy field to offset disappoint- 
ment over rising costs. Congress 
and the Atomic Energy Commis- 
sion are now getting along bet- 
ter and it looks as though the 
utilities can continue in their pre- 
sent role as builders while the 
Commission will remain active 
| in research and in special pro- 
| jects. There is not much new to 
report on the fusion process, but 
a break-through is reported on a 
' new method to turn heat directly 
| into electric current; if this can 
| be worked out it would eliminate 
/ much plant cost and lower over- 
all generating costs. 


In the regulatory field the utili- 
ties have been generally success- 
ful in obtaining rate increases, 
although in some cases there have 
been delays and the amounts al- 
lowed have been less than re- 
quested. Most of the commissions 
now recognize that because of 
rising interest rates, increasing 
costs and “regulatory lag’’, a rate 
of return somewhat higher than 





the traditional 6% is now re- 








For A Study of The Natural 


Gas Industry In Depth 


See Our Next Issue 


quired. Quite an issue is devel- 
oping over what should be the 
proper accounting for deferred 
| tax as resulting from the use of 
| accelerated depreciation in tax 








returns, which was permitted by 











wiesiks/PP7 
LOUISIANA, 


NEW QORLLANS “OM 


Utility service by tax-paying, 
publicly-regulated companies 
made this dividend possible. 


DIVIDEND NOTICE | 
MIDDLE SOUTH UTILITIES, INC. 


The Board of Directors has this day de- 

clared a dividend of 4712¢ per share on 

the Common Stock, payable July 1, 

1959, to stockholders of record at the 

close of business June 10, 1959. 

D. J. WINFIELD 
Treasurer 


May 15, 1959 
SERVING THE MIDDLE SOUTH 


Arkansas Power & Light Company 
Louisiana Power & Light Company 
Mississippi Power & Light Company 
New Orleans Public Service Inc. 
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the 1954 Tax Code. These “savy. , 
ings” are now increasing fairly Pen 
rapidly since they apply to al — 
new property, assuming that the s , 7 
utility company decides to use ther” 
special methods permitted under; m 
the code. In the meantime it is ‘nile 
necessary for the analyst and”. 
investor to keep track of the ac) T)* 
counting method used by indivigcoUt 
dual companies, since this may Flor! 


affect the reported share earn. he | 


ings to an important degree. | inves 
Some Attractive Situations 0} ‘ ra 
For the investor who wants th pei 
yield —with profits more or less?" ‘“ 
incidental — Commonwealth Edi. °° 
son seems outstanding. Selling ™ .. 


around 62 and paying $2 in cash, ©! 
the regular yield is only 3.2%. still 
However, the company has dec ‘~~ 
lared that its regular policy will) _ 
be to pay out practically all the 
additional earnings at the end of I 
each year in the form of a stock! ‘ 
dividend of 2% or more, which ' 
can easily be cashed without pay-) !!! 4 


ing excessive brokerage commis.) @!"!¢ 
sions. Thus this prime invest-) P'P® 
ment stock really yields well over) 'th 
5%, and there seems a_ good) P@™ 
chance that the 2% stock divi-) &'S¢ 
dend may increase a little. T 
Anoher interesting stock on mac 
the big board for yield is Mis. ket 
souri Public Service, which pays pas 
both cash and stock every quart-) afte 
er. Selling around 18 the stock) yea 
yields about 4% based on the sto 
72¢ cash dividend and another (iv! 
2% is obtainable if stock divi-) ken 
dends are sold, making a total) cre 
return of nearly 6%. not 
For those who don’t want to ®@Vé 
bother with stock dividends,| offi 
yields of 5% and over can still) wh 
be obtained in New England) ve! 
stocks such as Central Maine Pow- be 
er, Eastern Utilities Associates, !ik 
Maine Public Service, etc. However 11. 
as indicated above, the investor! thi 
who wants yield alone might well) Ye 
consider buying some of the new. M™é 
issues of preferred stock yielding) W! 
5 to 5%. sh 
It’s hard to choose among the 
electric utility growth stocks’ wi 
without making a detailed study ci: 
of current trends and projections W 
of future earnings. In general, | al 
Canadian growth stocks can now} ce 
be bought more cheaply than} ul 
U.S. issues. Thus Calgary Power } of 


has had an excellent past record, 
with continued growth indicated | s: 
by the development of oil and 
gas around Calgary. British Col-| p: 
umbia is also a rapid growth 
spot, but British Columbia Pow- hb 
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iby and B. C. Telephone, after 


ot ooking like promising. growth 
of the tocks, made poor showings last 






~vear. However both have secured 


rate increases and a study of 
hese issues might prove worth 





A Leullerd Company 


AMERICA'S FIRST TOBACCO MERCHANTS © ESTABLISHED 1768 


lea “ The most favored areas in this 
ndiyjgcountry still appear to be Texas, 


mzy Florida and the entire southeast. 
earn. The best policy for the smaller 


e., investor may be to buy a “pack- 
age” of stocks of companies 
s ‘operating in this area and put 


vantgy them away in his box. But while 
r Jes Price-earning ratios have now 
1 Egjcome down somewhat from the 
elling high levels which prevailed earli- 
cash ¢! this year, the utility list is 
y | still shows a heavy market tone 
dec, (verhaps due to rising money 
rates and unfavorable gas utility 
| thel developments). 

The gas utilities remain under 
stock, a severe handicap with respect 
hich) to Federal regulation, which is 
in a muddled and uncertain con- 


ee dition. However, this affects the 
vest. pipelines and integrated systems 
over, rather than the distributing com- 
good, panies. The pipelines will be 
divi. discussed in a later issue. 


The telephone companies have 
on made considerable progress mar- 
Mis- ketwise and earningswise in the 
past year. American Tel. & Tel., 
after holding back for many 
years, is finally splitting the 
the’ stock 3-for-1 and increasing the 
dividend rate 10%. Having bro- 
ken the ice, future dividend in- 
creases may follow, though 
not as frequently as with the 


t to| average electric utility. AT & T 
nds, Officials refuse to state exactly 
still) when their next big issue of con- 


and. vertible debentures or stock will 
’ow- be forthcoming, but it appears 
ates,, likely that (since the company is 
aver} in comfortable cash _ position) 
stor! this can be determined until next 
well| year. Currently, earnings are 
1ew| making an _ excellent showing 
ling) with indications of over $5 a 


share this year on the new stock. 
the General Telephone has merged 


cks with Sylvania Electric (see spe- 
udy cial article in the Magazine of 
ons) Wall Street for March 28). Here 


ral, | also earnings are making an ex- 
iow | cellent current showing, partic- 
1an | ularly in the industrial division 
ver of the business, which now out- 
rd,} weighs the utility business in 
ted) sales. In general the outlook for 
ind the telephone industry remains 
ol- | promising, although it is more 
vth | cyclical than the electric utility 
W- business. END 
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Checks will be mailed. 


New York, May 20, 1959 





DIVIDEND NOTICE 
Regular quarterly dividend of $1.75 per share on the Preferred Stock 
and regular quarterly dividend of 50¢ per share on the split Common 


Stock of P. Lorillard Company have been declared payable July 1, 
1959, to stockholders of record at the close of business June 3, 1959. 


The dividend on the Common Stock is equivalent to $1.00 per share 
on the old Common Stock before the recent split. 


G. O. DAVIES, Treasurer 

















Cigarettes 
OLD GOLD STRAIGHTS KENT NEWPORT EMBASSY 
Regular Regular King Size MURAD 
Crush-Proof Box King Size Crush-Proof Box HELMAR 
OLD GOLD FILTERS Crush-Proof Box 
Smoking Tobaccos Little Cigars Chewing Tobaccos 
BRIGGS BETWEEN THE ACTS BEECH-NUT 
UNION LEADER 
FRIENDS BAGPIPE 
INDIA HOUSE HAVANA BLOSSOM 











Behind The Screens 
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budget. Results: an 80% increase 
in unit orders for the first two 
months of 1959 over the same 
1958 period, and a 40% increase 
in dollar volume. A new adver- 
tiser, Revere Camera began a 
campaign not long ago in a few 
test areas. Results: a six-month 
backlog of orders in certain spots. 
Revlon, with a $7 million TV ad 
budget has grown immensely in 
recent years; company’s Manage- 
ment has rightfully been praised 
for the tremendous increase in 
sales — a feat accomplished at 
least in part through the use of 
extensive television promotion. 


Who Pays The Piper... 


Critics of the quality of tele- 
vision programs are many but 
the medium is too often blamed 
for presenting material that is 
not really of its own choosing. 
After all, the networks have time 


to sell and this time is expensive; 
with prime hours going at such 
high prices it is no wonder that 
sponsors try to fill their slots 
with programs they think the 
public will want to watch and so 
promote the sale of their prod- 
ucts. Who pays the piper calls the 
tune, and the tune is arrived at 
by a complicated process. 

No advertiser wants to wait 
until sagging sales indicate that 
his message is not getting across, 
and through various means a con- 
tinual measuring process goes on 
to determine what the public is 
watching and how well any given 
message is getting through. What 
the public is watching is deter- 
mined through the use of one or 
more of the various rating sys- 
tems: these systems are often 
one of the major reasons why a 
show continues or is dropped like 
a hot potato. What the public 
generally hears about though are 
the top ten shows — and there 
is a great deal more to the guts 
of TV than simply running a per- 
sonality contest. The issue at 
stake is much larger than pride, 
and if the network is plagued by 
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Public Service Electric 
and Gas Company 


NEWARK,N. J. 


QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending June 


30, 1959: 
Class of Dividend 
Stock Per Share 





4.08% Cumulative Preferred . . $1.02 
4.18% Cumulative Preferred. . 1.045 
4.30% Cumulative Preferred. . 1.075 
5.05% Cumulative Preferred. . 1.2625 
$1.40 Dividend Preference... .35 
GOMOD 0.0 co ccccee 45 


All dividends are payable on or 
before June 30, 1959 to stock- 
holders of record May 29, 1959. 


J. IRVING KIBBE 
Secretary 








cz 


PUBLIC SERVICE 
CROSSROADS OF THE EAST 

















“MACHINE AND ‘ 
METALS, INC. 


62nd Dividend 


A QUARTERLY DIVIDEND 
of FORTY CENTS per share 
has been declared on the 
capital stock for the second 
quarter of 1959, payable on 
June 30, 1959, to share- 
holders of record on June 
16, 1959. 


Robert G. Burns, Treasure: 

















E.1.DU PONTDE NEMOURS & COMPANY 


aT 


or 

















Wilmington, Del., May 18, 1959 


The Board of Directors has declared this 
day regular quarterly dividends of $1.12'/2 
a share on the Preferred Stock—$4.50 
Series and 87'/2¢ a share on the Pre- 
ferred Stock—$3.50 Series, both pay- 
able July 25, 1959, to stockholders of 
record at the close of business on July 
10, 1959; also $1.50 a share on the 
Common Stock as the second quarterly 
interim dividend for 1959, payable June 
13, 1959, to stockholders of record at 
the close of business on May 25, 1959. 








P. S. pu Pont, 3RD, Secretary 
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a multitude of problems so is the 
agency-sponsor team that lays 
the dollars on the line. 

These problems are not static 
either, they change, disappear, re- 
appear, reproduce and transmute. 
The sponsor shells out the money, 
but it is the agency that must de- 
termine how this money is to be 
spent to produce the greatest ef- 
fect. The cost of reaching the 
audience must be arrived at, to- 
gether with market coverage and 
exposure. The Western-type pro- 
grams that have invaded the na- 
tion’s homes like a posse in 
search of the fugitive consumer 
dollar point up another problem. 
Speaking in Atlanta. Georgia. 
last month, Philip L. McHugh of 
the Campbell Ewald Agency said 
that while Westerns capture a 
large audience, many viewers are 
not aware of who has caught 
them; in other words there is an 
increasing lack of sponsor identi- 
fication. 


Billion Dollars In Chips 


Television is not a game — it’s 
literally a billion dollar business, 
and like any other business, 
radical changes are not made in 
the face of a rising line on the 
profits chart. If shows are dull 
to the more sophisticated viewer 
ine should realize that he is a 
small part of the total viewing 
audience and that his dollar is 
outweighed by the pocketbooks 
of a vaster and more important 
audience from the point of view 
of the sponsor who presents a 
show. This is not to say that 
change does not take place. For 
example, Revlon was a prime 
backer of the now defunct giant 
quiz program. That these shows 
are no longer on the air is due 
at least in part to the fact that 
the sponsor-agency team sensed 
that viewer interest was waning 
and that a change was needed. 
Today Revlon is shaping up as a 
host to a relatively new type of 
show, the spectacular. Personali- 
ties are also getting a bigger 
play, with General Motors’ Buick 
Division sponsoring a new Bob 
Hope series in the fall. 

Television, however, is_ busi- 
ness not art — and it’s big busi- 
ness, getting bigger. Until the 
audience, the total audience, in- 
dicates that it is not satisfied 
with the sponsors’ offerings, 
there is very little likelihood 
that any great change in pro- 
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gramming will be forthcoming. j man: 
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as 
“You And Your Lousy Hamlet” | have 


ther 
In February the CBS network forth 
presented what was regarded by) servi 
many as a superb production + be ¢ 
Hamlet; more people are believed 
to have watched this pactiontell 4 ti 7 
show than the total combined) pov 
audiences that have seen the) state 
Shakesperian classic in the) Ty, 
theatre in more than 350 years.) «5s 
The public’s reaction, as Dvr.) gitio 
Frank Stanton, President of} time 
CBS, pointed out a couple off b tele 
months ago, could be summeil! ¢. nt 
up by two of the many telegrams at 
he received. One praised the pro-} , j]] 
gram as ‘sheer delight’; the other! 
began ‘You and your lousy Ham-} 
ry ' T 
Television is subject to daily) *° 
public criticism by self-styled) 
critics who are, in the main, ap-} @ P! 
( 


A ct 


parently totally uninterested in 
making helpful comments. These 
critics include certain writers as 
well as parts of the general pub-) °°’? 
lie — but as the Hamlet situation |? & 
pointed up, criticism comes from} ©! 

ail angles; with regard to TV it)?! 


just seems impossible to please) *™ 
all the people all the time. . 
es 

Outstanding Achievements ‘5 


But notable strides have been | the 


made in the field of programming | net 
despite the cries of derision, and |) of 
the general betterment over sev- | ©0! 


eral years ago has been carried ng 
weil beyond the level of mere) !% 


technical improvement. For ex- ‘ie 
ample CBS has pioneered the) i 
whole field of special news re- | ‘i 


ports and analyses, and the first | bi 
really educational series offered 

in the New York area by way of | mi 
TV has keen the CBS sponsored | st 
Sunrise Semester, a series of TV |) 
courses Which count for credits | re 
towards a degree from New York | in 
University. That these achieve- | a 
ments have been mentioned but _ ti 
briefiy should not in any way de- 

tract from the full measure of | R 


praise that they deserve. vi 
al 

Eventually — Why Not Now ti 

ci 

Educational Television on a} h 
national scale, however, is run- | c 


ning into trouble. Its supporters it 
argue that federal aid to the 
states for educational TV would $ 
help aileviate classroom and s 
teacher shortage, would offer op- c 
portunities for education to | i 
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get them, that the states do not 
have enough money to do the job 
themselves and that if aid is not 
forthcoming, the channels re- 
served for educational TV would 
be converted to commercial use. 
As a result of these considera- 
tions, the Senate passed a bill 
pioviding Federal aid to the 
states in developing educational 
TV, but the Senate-passed bill 
h.s encountered increasing oppo- 
sition in Congress. At the present 
time a nationwide educational 
television program seems far dis- 
t nt; but it is highly probable 
at something along these lines 
ill be worked out eventually. 
The Investor 

The investor who seeks repre- 
ntation within the fast growing 
Jevision industry is faced with 
probiem. There are three maior 
ttworks, ABC, CBS, and NBC; 
ut NBC is owned by the Radio 
orporation of America and 
sparate data for the television 
etwork is sparse. ABC is part 
of the American Broadcasting- 
}’aramount Company and both it 
end CBS are corporate entities 
taat embrace other activities 
heside television broadcasting. 
American’ Broadcasting-Para- 
mount, for example, has a movie 
theatre chain as well as a TV 
network, and CBS has a number 
of non-TV divisions which also 
contribute importantly to earn- 
ings. Radio Corp. of course, is a 
major factor in the electronics 
ield. These outside interests 
must be taken into account in 
liscussing the earnings of the 
Big 3. 

RCA is a leading electronics 
manufacturer with an important 
stake in the telecasting and 
broadcasting fields. While exact 
revenue figures are not available, 
in 1958 some 26% of sales was 
accounted for by network activi- 
ties. 

Mainly due to the fact that 
RCA does a relatively large 
volume of defense business and is 
an important supplier of elec- 
tronics equipment for commer- 
cial use, earnings in recent years 
have fluctuated. Significant re- 
covery, however, seems indicated 
in coming months and 1959 earn- 
ings are estimated at around 
$3.00 per share. The stock is con- 
sidered an attractive longer term 
commitment for investors seek- 
ing a rather diversified situation; 
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while dynamic near term ap- 
preciation is not anticipated, the 
longer range outlook is favorable. 

An added factor in the attrac- 
tive longer-term picture is the ex- 
tensive research and development 
activities of the company. This 
work should both help maintain 
and further broaden RCA’s basic 
position within the broadcasting 
and electronics fields. 

American’ Broadcasting-Para- 
mount operates a movie chain as 
well as a fast growing TV net- 
work in addition to a radio net- 
work and a records company. The 
company also has a 35% interest 
in the highly profitable Disney- 
land Amusement Park and 
throvgh holdings in various elec- 
tronics companies has a stake in 
that fast growing field as well. 

In recent years the earnings 
record has been somewhat erra- 
tic, reflecting a poor showing 
from the theatre business. ABC 
is an aggressive member of the 
TV community, however, and is 
a rapidly expanding network. 
Where up until a short time ago 
it was referred to as the ‘third 
network’, there are now indi- 
cations that ABC has grown in 
stature and size to the point 
where it is giving both its major 
competitors a good run for their 
money. With every indication 
that the company’s growth trend 
wiil continue into 1959, earnings 
for the year are estimated at 
around $1.75 and the stock is con- 
sidered to offer appeal for risk 
accounts. 


Columbia Broadcasting oper- 
ates the largest network and the 
company has a reputation for 
providing relatively higher grade 
shows. CBS also has a record 
division, an electronics business 
and a radio network. 

CBS has an excellent earnings 
record and revenues have reach- 
ed annually higher peaks since 
1949. The company as of May 
15th was entirely sold out for the 
fall, or 1959-60 season, with only 
234. hours to be sold and there is 
every indication that 1959 will 
be ancther profitable year with 
earnings perhaps reaching $3.50 
per share. CBS has a good record 
and iae outlook is good for con- 
tinued growth. While we would 
not expect anything dynamic 
from the stock over the near 
term, the shares do have appeal 
for the patient investor interest- 
ed in longer term growth. END 





Pullman 
Incorporated 


—39I1st Dividend — 
93rd Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on June 
13, 1959, to stockhoiders of 
record June 1, 1959. 


CHAMP CARRY 


President 

















) 
UNITED FRUIT 
COMPANY 





240th 
Consecutive 


Quarterly Dividend 

A dividend of fifty cents per share 

on the capital stock of this Com- 

pany has been declared pavable 

July 15, 1959, to shareholders of 
record June 12, 1959. 

EDWARD D. TOLAND, Jr 








Secretary and Treasurer 
Boston, Mass., May 18, 1959 


NATIONAL STEEL 





mI 
ie 





118th Consecutive 
Dividend 


The Board of Directors at a 
meeting on May 19, 1959, de- 
clared a quarterly dividend of 
seventy-five cents per share on 
the capital stock, which will be 
payable June 11, 1959, to stock- 
holders of record May 28, 1959. 

Pau. E. SHrRoaps 
Senior Vice President 











TEXAS GULF SULPHUR COMPANY 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company’s cap- 
ital stock outstanding and entitled to re- 
ceive dividends, payable June 15, 1959, 
to stockholders of record at the close of 
business June 1, 1959. 
E. F. VANDERSTUCKEN, JR., 


Secretary. 











1959 — A Recovery Year For 
The Textiles 





(Continued from page 343) 


will be favorable, although the 
rate of gain may decrease on a 
year-to-year basis when the 
fourth quarter is reached. Re- 
cent trade reports indicate a high 
rate of activity even in the sec- 
ond quarter, which is normally a 
slow period, and cotton cloth is 
in short supply with some orders 
being placed for fourth quarter 
delivery. The bellwether of the 
cotton market (eighty-square 
print cloth which is used in low- 
priced dresses) is now selling at 
19 cents a yard, the highest level 
since late 1956. If previous pat- 
terns hold, 1960 could also be an 
impressive year as consumer 
spending for clothing has made 
cyclical peaks in 1948, 1952 and 
1956. Whether the current 
strength will carry forward into 
next year is purely a matter of 
conjecture at this point but if it 
does, investors willing to specu- 
late may find themselves reward- 
ed with higher prices over the 
intermediate term. In addition, 
higher dividends are in prospect 
especially among some of the syn- 
thetic producers where payments 
were decreased or omitted entire- 
ly during the past year or two. 
Some comments on issues which 
appear to have better-than-aver- 
age attraction are given below. 


Issues of Special Interest 


Textile Weavers — The out- 
look for both natural and syn- 
thetic producers is favorable but 
some investors may wish to hedge 
their position by purchasing the 
shares of companies which are 
well diversified and engaged in 
both phases of the industry. Such 
a category would include J. P. 
Stevens and Burlington Industries. 
J. P. Stevens has turned in one 
of the better earnings records 
of the group, is in a very sound 
financial condition (net working 
capital is almost $21 a share and 
book value amount to $50 a 
Share), and sales are well dis- 
tributed among cottons (45%), 
woolens (21%) and synthetics 
(34%). Burlington is the largest 
company in the group with an 
annual sales volume of over $650 
million and is also the most wide- 
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ly diversified. The common stock 
is highly leveraged which is 
favorable during periods of rec- 
overy, but adds to the risk factor. 

Although not as widely diver- 
sified in the synthetic line as 
Stevens or Burlington, Lowenstein 
& Sons appears to be an interest- 
ing situation among the textile 
weavers. For investors seeking a 
senior security but willing to ac- 
cept some risk the 434% Con- 
vertible Debentures outstanding 
provide a current yield of 5.1% 
at the present price of 86. 


Synthetic Producers — The ap- 
parent popularity of the new tire 
cord, Tyrex, which has stemmed 
the inroads being made by nylon 
in the tire field for the time being, 
enhances the recovery prospects 
of such companies as _ Beaunit 
Mills, Industrial Rayon and Ameri- 
can Enka. The latter is expected 
to have an especially good year 
earningswise (possibly better 
than $3.00 a share compared with 
$1.48 last year), and entry into 
the plastic-coated wire field pro- 
vides additional attraction. In 
the case of American Viscose and 
Celanese, too, there are factors 
other than the general improve- 
ment in major lines which lend 
appeal to these securities. Chem- 
strand Corporation (a producer 
of nylon and Acrilan) and Ket- 
chikan Pulp Company, both 50%- 
owned by American Viscose, are 
expanding rapidly and demon- 
strating very favorable earnings 
ability, which complements that 
of Viscoses’ rayon and cellophane 
operations. Acetate continues to 
be the major line for Celanese 
but chemicals and plastics now 
account for over 30% of sales. 
Next year a new fiber —Teron— 
will be added to the product line. 
This polyester fiber is expected 
to offer competition to du Pont’s 
Dacron. 

Miscellaneous — Two compa- 
nies in the industry which are 
difficult to classify because of di- 
versified operations but which de- 
serve particular attention because 
of their investment possibilities 
are Cluett, Peabody and United 
Merchants and Manufacturers. The 
outlook for Cluett is enhanced by 
its joint venture with West 
Virginia Pulp and Paper in the 
“stretchable” paper field. While 
royalties from this source may 
not be important from an earn- 
ings standpoint for at least two 
years, the longer-term potential 
is very encouraging. In the mean- 


time, the company will depend 
mainly on its basic lines (shirty 
and sportswear) and earnings 
may be in the vicinity of $3.0() 
a share. At present levels the 
shares do not seem particularly) 











cheap, but there are considerablé-—— 


possibilities if patience is exer-) 
cised. United Merchants, on thel 
other hands, seems to offer a lit- 
tle more in the way of near-term 
prospects. The company is w)- 
usual in that it is the only major! 
firm with a line of retail appar2! 
outlets, the Robert Hall chain, 
Earnings are in a definite up-) 
trend and reported results for) 
the first nine months of the cur-} 


(C 


rate ¢ 
rising 
will) 
vigor 
have 
grow 
price: 
ter t] 
1915, 


rent fiscal year ending this month} ti »na 


indicate the final figure may be}, 
in the $2.00 a share range. As ajn 
the} stabi 


vertically integrated unit, 
company has managed to outper- 
form the industry as a whole. 

We must emphasize that ay- 
parel companies are subject to 
style changes that sometimes are 
rapid and if operations are not 
properly timed, profits can be 
severely restricted. 

Carpets and Rugs — One of 
the more spectacular recoveries 
during the final quarter of 1958 
was noticed in the home furnish- 
ings group. In general, sales and 
earnings swings of this group are 
more pronounced than those for 
the textile industry. Over a 
period of years the carpet com- 
panies have turned in a rather 
poor performance, but a combi- 
nation of good consumer demand 
(aided, in part, by rising hous- 
ing starts) coupled with low in- 
ventories at the retail level have 
served to boost sales and earn- 
ings of the companies in this 
field. James Lees & Sons, long a 
leader in the group, has consist- 
ently turned in a good perform- 
ance. This was emphasized last 
year when earnings of $4.55 a 
share were reported compared 
with $4.30 in the previous year. 
Management has indicated that 
the outlook for 1959 is very 
favorable. In the more specula- 
tive category, Mohasco Industries 
has better-than-average recovery 
possibilities. This company was 
formed by the merger of two 
well known names in the carpet 
industry, Mohawk Carpet Mills and 
Alexander Smith. Mohasco is also 
benefitting from its 20% interest 


in the Ban-Lon process for bulk- | 


ing nylon yarn. Higher carpet 


prices will aid the company in | 
sales and | 


reporting increased 


earnings this year. END 
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ningy Growth Threated By 
$3.06) Deteriorating U.S. 
Bes Financial Strength 
rable 
— (Continued from page 318) 
le 

a lit-- rate of economic growth” and “a 
term rising price level (inflation if you 

un will) is likely to be a sign of 
lajor| vizorous economic health. . .”” We 
jar2| have had vigorous economic 


ain.) 


growth with falling or stable 


up-} prices for over twenty years af- 
for} te the Civil War, from 1910 to 


cur- 


1915, and in the 1920’s when na- 


onth} ti nal output rose 50% in eight 
y befyears. As recently as 1951-55 we 


As almanaged to maintain 


relative 


the} stability in wholesale and con- 


per-| 


ap-| 
, £0 
are 
not 

be 


. of 
ries 
958 
ish- 
and 


sumer prices while reaching new 


' peaks of prosperity. 


Far from being healthy, infla- 
t'on is a narcotic which insidious- 
ly saps the strength of an eco- 
nomy. It destroys faith in money 
and in promises to pay, the essen- 
tial bases of the savings process 
and the capital market which 
energize a free enterprise eco- 
nomy and build the higher living 
standards everyone wants. As 
Marriner Eccles, former chair- 
man of the Federal Reserve 


' Board, told the Joint Economic 
' Committee in March: 


“Why should anyone buy life 
insurance or annuities, Govern- 
ment or municipal bonds, utilities 
or railroad bonds, mortgages or 
any other kind of fixed interest- 
bearing obligations payable at a 
future date in dollars depreciated 
at the admitted creeping inflation 
rate of 2 or 3 per cent a year. For 
the Government to sell such ob- 
lizations and to permit conditions 
to develop where not only their 
obligations but all other fixed dol- 
lar obligations are being paid, 
including interest, in dollars de- 
preciated from 2 to 50 per cent, 
depending on the maturity dates, 
is to say the least immoral if not 
downright dishonest.” 


Flight From Government Bonds 


One of the most ominous por- 
tents of financial weakness is the 
growing public suspicion of Gov- 
ernment bonds. Yet the people 
who glibly theorize about the de- 
sirability of a little inflation and 
vastly increased Federal spend- 
ing show no awareness of the im- 
possibility of managing a $285 
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billion public debt if the people 
become convinced that deficits 
and inflation have become public 
policy. We have already reached 
the stage where an overload of 
public debt and fears (not yet 
convictions) of future inflation 
have put the U.S. Treasury on a 
hand to mouth basis and raised 
interest rates on U.S. obligations 
to the highest levels in more than 
25 years. Before Congress goes 
home this summer, Treasury Sec- 
retary Anderson will have to re- 
quest still another increase in the 
public debt limit, probably to 
$290 billion. Mr. Anderson may 
aiso take the occasion to request 
an increase in the 414% legal 
limit on rates the Treasury may 
pay on bonds. Reflecting public 
distrust of U.S. obligations, 
yields on some _ outstanding 
Treasury bonds rose as high as 
4.44% in May. 

It is not surprising that people 
are reluctant to buy bonds of the 
U.S. Government. Millions of 
Americans who bought Savings 
bonds in World War II found out 
that when the bonds came due 
ten years later, the $25 received 
at maturity bought less than the 
$18.75 originally invested. Big in- 
vestors too have lost interest in 
Treasury obligations. During the 
past six years the assets of insur- 
ance companies, mutual savings 
banks, savings and loan associa- 
tions, and pension funds rose by 
approximately $100 billion—yet 
not one penny of this went into 
Government securities, on 
balance. 

The Treasury is still able to 
sell short-term obligations to 
banks, which create deposits to 
pay for them, and to business 
corporations, which this year 
have found profits pushing up 
their cash holdings faster than 
needs for cash have risen. In- 
credible as it may seem, the same 
Treasury that talked so long 
about the necessity to extend debt 
maturities has financed almost all 
of the $13 billion fiscal ’59 deficit 
with Treasury bills—the nearest 
thing to cash. The total of Treas- 
ury bills outstanding has jumped 
from $22.4 billion last June 30 to 
an unprecedented $34.9 billion on 
May 31, 1959. The Treasury rec- 
ognizes the inflation danger of 
flooding the economy with near- 
money, but, with its back to the 
wall, it has to finance itself as 
best it can for the time being. 


The Treasury’s optimistic hope 
is that booming business will 
stimulate the revenues enough to 
balance next year’s federal »ud- 
get and eliminate the deficit. The 
trouble is that even with a bal- 
anced budget, the Treasury will 
have a tremendous volume of 


short-term debt coming due, 
much of which was sold this 
year. All these maturities will 


have to be refinanced in a money 
market in which competing de- 
mands for funds—from corpora- 
tions building inventories and 
adding to plant and equipment, 
from States and local govern- 
ments, from home builders and 
buyers—are likely to be bigger 
and in which the availability of 
money is likely to be reduced as 
Federal Reserve credit policy be- 
comes more restrictive. The real- 
istic expectation is that the 
Treasury’s problems are not go- 
ing to be appreciably smaller 
next year, and, if Congress does 
not balance the budget, they 
could be much worse. 

The only effective way to solve 
the debt problem is to generate 
budget surpluses and reduce the 
debt. A cheap money policy by 
the Federal Reserve could tem- 
porarily bring interest rates 
down but the accompanying ac- 
celeration of inflation would 
make bonds even less attractive. 
We cannot afford to destroy the 
people’s faith in Treasury securi- 
ties, the safest securities in the 
world and the very keystone of 
our financial asset structure. 


The Serious Tax Problem 


If surplus revenues appear, the 
imperative need now is to pay 
down some of the public debt. 
But hardly less important is the 
necessity to give attention to a 
less obvious but no less serious 
weakness in our financial struc- 
ture: the corroding influences of 
excessive tax rates. 

Our tax problem is another il- 
lustration of the consequences of 
taking the seemingly “easy way.” 
Back in the 1930’s we accepted 
the idea that “soaking the rich” 
with tax rates that ranged up to 
91% could pay all the bills with- 
out touching the pocketbook of 
the average citizen. Of course, it 
nasn’t worked out that way. More 
than 80% of the Treasury’s 140 
billion personal income tax take 
comes from the 20% first bracket 
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rate. A tax load of $77 billion 
just has to be spread out onto the 
shoulders of the masses of the 
people. 

It is ironic that the punitive 
tax rates we have adopted hit so 
hard at small business for which 
so many tears are shed in Wash- 
ington. The steep personal tax 
rates sap the small businessman’s 
ability to build his business out 
of his own earnings. They also 
have pretty well eliminated an 
important source of outside capi- 
tal in years gone by; the success- 
ful individual who once found 
pride and profit in giving a lift 
to budding enterprise no longer 
has the funds to do so. An incor- 
porated small business faces the 
corporate income tax, and the 
52% maximum rate stands as a 
block to growth at the $25,000 
income level at which it comes 
into play. 

The 52% corporate tax rate, a 
temporary rate that has been ex- 
tended and re-extended, is un- 
equalled among major nations. 
Fifty percent is a critical level 
for income taxes. Rates this high 
breed extravagance in deductible 
expenditures because the U.S. 
Treasury bears more than half 
the cost. Such a scale of corporate 
income taxation has been a pow- 
erful inducement to the sale of 
bonds rather than stock to fi- 
nance expansion because interest 
payments are tax deductible 
while dividend payments are not. 

However, the biggest threat to 
the long-run well being of our 
people is the steep scale of our 
personal income tax. Starting at 
20% it hits 50% at $16,000 of 
taxable income and rises to a top 
of 91%, the highest tax rate in 
the world. In an ever more com- 
petitive world we cannot afford 
such discouragement to the crea- 
tion of taxable income, such pen- 
alties for the energetic and am- 
bitious, such a drain on our sav- 
ings capacity, and such discour- 
agement to the incentive to in- 
vest. 


Tax System Long Outdated 


Today, when all the talk is of 
yrowth in order to raise living 
standards and keep abreast of the 
Russians, we have a tax system 
which dates from the Great De- 
pression days of the 1930’s. The 
rates we still have were adopted 
when we thought we had all the 
productive capacity we needed 
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and the aim was to discourage 
“over-saving.” But the problem 
now is not too much saving but 
too little, as the strained condi- 
tion of the bond market indicates. 

Dr. Solomon Fabricant, direc- 
tor of research of the National 
Bureau of Economic Research 
has estimated that, if the growth 
trends of the past continue, aver- 
age family income might rise to 
$25,000 by the mid-1980’s. Under 
the current schedule of personal 
income tax rates, this would 
put the average family into the 
38% tax bracket. A single per- 
son, without the special relief of 
income splitting, would find him- 
self in the 59% bracket. More 
and more above-average individ- 
uals in business, the arts and the 
professions would face punitive 
70, 80 or 90% tax rates. 

Could anyone seriously expect 
the economy to keep growing in 
this kind of a straitjacket? It is 
no wonder that the excessive 
rates have stimulated an ava- 
lanche of demands for special tax 
reliefs. But these are making the 
tax law ever more complicated 
and incomprehensible to the av- 
erage citizen. This breeds disre- 
spect for the income tax and en- 
courages tax avoidance and evas- 
ion. The idea spreads that it is 
“alright to cheat the government, 
“everybody does it.” The threat 
of a breakdown of our whole tax 
system has led even the people 
who developed the confiscatory 
tax rates to suggest reducing 
them. 

The one encouraging develop- 
ment in the tax picture is that 
people are beginning to recognize 
what needs to be done. A number 
of proposals for tax reform have 
been put forward and the House 
Ways and Means Committee on 
May 17 launched a study of the 
possibilities of significant income 
tax rate reductions in 1960. 
Broad public support could make 
these hopes a reality and 
strengthen a crucial part of our 
financial structure. 


Strengthening Finances Abroad 


While the financial and fiscal 
underpinnings of the U.S. eco- 
nomy have been weakening, the 
financial structures of other Free 
World nations have strengthened 
remarkably. Public attention has 
been focused on the contrast by 
the gold drain out of the United 
States and into the coffers of cen- 


tral banks and treasuries abroad, 








So far this year, the U.S. has lost}YeSP0} 
$336 million gold, compared to a led hi 
$1,038 million outflow in the com-jretur? 
varable period of 1958. The U.S,fof nat 
gold stock has been reduced top®ffairs 
$20.2 billion, only $164 million Che 
above its December 1945 postwar) rid 
low. pit wot 
The major concern is the grow-/0! Sli 
ing difficulty U.S. business is hay-}f¢' 
ing in meeting foreign competi-}\‘” - 
tion in world markets. This does)“ ne 
not reflect any lessening of our}!”/ ? 
productive genius, but rather th2)" A 
debilitating effects of a steady }c°'Si 
upward creep in U.S. wages and}¢! ‘& ¢ 
prices which has made our prod-}V! 10" 
ucts overpriced on the counters} ‘he 
of the world. If we are to con-} ~t¢ 
tinue to pay our way in the world | ster 
we shall have to strengthen the} J@! 
doliar. ; = 
Another of our financial weak- wel 
nesses, the highest tax rates in pet 
the world, represents a major cial 
handicap to the United States in 
maintaining its world position. 
While U.S. tax rates are stil!) Ou 
close to World War II peaks, tir ep 
other nations have been bringing }teen 
their taxes down considerably to \ fan 
stimulate incentives and energize ‘nomi 
enterprise. Great Britain, for ex- of o1 
ample, in April cut income tax {beyo1 
rates to the lowest levels since jweak 
1939-40. The top rate of British |the x 
income tax, once 9714%, is now /takir 
8834.% compared to our 91% Jorou: 
rate. Canada raised taxes in /eign 
April but, because of a string of }help. 
reductions in previous years, the | gest 
Canadian top tax rate is now Jour 1 
only 84%, against a wartime jer w 
peak of 98%. Australia’s top tax jown 
rate, 9714% in World War II, is) Ne 
now only 6624%. West Germany |long 
has a maximum personal tax rate ‘our 
of 55%. get 
Still another root of the gold | prov 
outflow is the widespread ten- |tem 
dency to feel that the Federal jin t 
Government can afford to give its | built 
citizens more and more good TI 
things, even if this means push- |our 
ing the public debt up toward | who 
astronomical levels. Foreigners ‘for 
know from bitter experience that | foy 
fiscal irresponsibility leads ulti- A 
nately to devaluation! B. £ 
It is time for political leaders } ex); 
who want to use the public purse | 9.44’ 
to give benefits to everyone to } thy 
consider whether they also want | + ; 
to give world leadership away. |}, , 
France spent many years in the icle 
Shadows, despite a_ basically |...) 
strong economy, because of finan- cho 
cia} irresponsibility. The return | ~ 
JUN 
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to financial orthodoxy and fiscal 
responsibility which De Gaulee 
led has been painful but it has 
returned France to the company 
of nations which count in world 
affairs. 

The United States is still the 
world’s most powerful nation but 
it would be folly to ignore signs 
‘of slippage. Our leadership in in- 
‘ie: national finance, centered in 
N.w York, cannot be long main- 
ta ned in the face of the declin- 
int prestige of the dollar. While 
w have not yet suffered any 
considerable losses in the finan- 
ci g of world trade or in the pro- 
vision of financial services 

here is no question that the 

‘trengthening of the pound 

sterling, the mark and the 

‘rench france have made Lon- 
' lon, Frankfurt and Paris, as 
' well as Zurich, serious com- 
petitors of New York as finan- 
cial centers. 





What To Do 


Our financial weakness are not 
ir eparable. We have spent four- 
teen years neglecting our own 
fixances to shore up the eco- 
nomies and financial structures 
of our friends abroad at a cost 
tbeyond $60 billion. Now, our 
jweakening balance of payments, 
ithe redistribution of gold that is 
itaking place, the ever more vig- 
jorous competition from the for- 
‘eign productive facilities we 
ihelped provide — all these sug- 
gest that we have accomplished 
our task. We have built a strong- 
er world. Let us now mend our 
jown fences. 

Now it is time to undertake 
long postponed measures to get 
our own budget into balance, to 
get control of our public debt, to 
provide a more equitable tax sys- 
tem so that we can hold our place 
‘in the stronger world we have 
built. 

The first necessity is to turn 
‘our backs on the counsels of those 
who speak for the easy way out, 
for “inevitability” of inflation, 
for the magic of deficit financing. 

As Treasury Secretary Robert 
B. Anderson said last month the 
consequences of the “easy way 
fout” have been disastrous 
through all history: “The story 
of a nation’s downturn has been 
in one Way or another the chron- 
icle of its unwillingness to face 
reality. Time and again, the 
choice has been made of an ap- 
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parently easy way out. People 
have been misled by a seeming 
innovation in government or 
finance, by a misguided leader, 
or simply through accepting the 
notion that undesirable develop- 
ments are inevitable. They have 
listened to promises that unro- 
mantic hard work can be done 
away with and that difficult prob- 
lems can be pushed aside.” 

A nation as great, as produc- 
tive, as wealthy as ours, simply 
cannot concede that its financial 
probelms are beyond solution. It 
would be a betrayal of all that 
has made our country great. END 





Eliminate Fetherbedding 
To Lower Labor Costs 





(Continued from page 331) 


even more costly, than in 
railroading.} It has been estimat- 
ed that a home may cost up to 25 
per cent less than it would if all 
workers on the job put forth 
their best efforts. This leads to 
interesting computations: Last 
year, 1.2 million housing units 
were built in the United States 
at an aggregate construction 
cost of $13.678 billion. A 25 per 
cent loss through featherbedding 
and similar other labor practices 
figures to $3.4 billion. This is 
added cost imposed by plumb- 
ers who refuse to work on new 
homes that do not call for cast 
iron sewer drains and pipes; 
carpenters who refuse to 
handle pre-fabricated doors 
and other items; painters who 
are restricted in the use of 
sprayers and the size of rollers 
and even in the width of the 
brush; slow-motion bricklayers 
held to a ceiling on their per- 
formance and whose efficiency 
is cut by 60 per cent as a re- 
sult; electricians who fix the 
number of outlets they will in- 
stall in one day; many other 
work limitations.| 





Cost By Locality 


In the building trade, labor- 
management contracts are made 
separately with each craft and 
on 2 local basis. That circum- 
stance accounts for the fact that 
the Federal Housing Adminis- 
trati.n’s sampling of building 
costs varied from $14,007 in 
Chicago, to $9,193 in Knoxville, 
Tenn., for an identical three- 





bedroom frame house as shown 
in the accompanying table. 

The AFL-CIO Building and 
Construction Trades Department 
took cognizance of complaints 
and drafted a “Statement of 
Policy,” also known as its “10 
Commandments.” A_ significant 
command directs that the weld- 
ing torch have juridiction over 
work being welded which means 
that welders should perform all 
the work of their trade even 
though it may overlap another 
craft. There shall be no limit on 
production or restriction on use 
of proper tools or equipment; no 
non-working stewards (union 
representatives on the job); 
slowdowns, forcing of overtime, 
spread work tactics, standby 
crews and featherbedding are 
“condemned.” Excellent, if fol- 
lowed! 


The Airline Pilots 


One of the more _ notable 
methods by which payroll is in- 
creased without adding jobs is 
through the assumption adopted 
20 years ago with respect to air- 
line pilots, namely, that their 
productive life is short and that 
they should be given a high an- 
nual rate of pay reflecting that 
supposed fact. A recent study 
showed that 80 per cent of the 
pilots employed by the airlines 
20 years ago still are on the job. 
The demand of the pilots union 
for an additional man in the pit 
of*certain types of planes was one 
of the grounds of the strike con- 
ducted by the employees last De- 
cember. The companies demon- 
strated by what seemed to be 
compelling logic that this was 
featherbedding, pure and simple. 
But the extra man went into the 
cockpit. At that time, the lines 
entered into an agreement that 
a struck line would be assisted 
by operating carriers to the ex- 
tent that its lost revenue is re- 
flected in the increased revenues 
of the lines which continued to 
operate. At the same time the 
pilots made an agreement among 
themselves basically the same. 
The lines were ordered to justify 
their pact, before the Civil Aero- 
nautics Administration; the pi- 
lots were not questioned about 
their strike war chest. 


Other Flagrant and Costly Abuses 


In many states, an additional 
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projectionist must be in each 
movie theatre booth, as stand-by. 
The Musicians Union requires 
that a certain number of its 
members be employed and paid, 
to sit back stage and look on 
when an amateur band or orches- 
tra, or a military unit, plays for 
a benefit or other gathering. If 
the deal isn’t forthcoming, the 
performance will be declared 
“unfair” which means loss of 
union patronage, and of the cus- 
tom of those who for any reason 
will not cross picket lines. 

One of the most flagrant in- 
stances of featherbedding known 
to modern unionism has gripped 
the newspaper publishing busi- 
ness. Many national advertisers 
order standard copy prepared by 
their ad agencies, for use in daily 
newspapers throughout the coun- 
try. This is particularly true of 
the large space buyers—cigarette 
companies, packaged food pro- 
cessors, automobile and gasoline 
producers. In this practice the 
advertisement is set and ma- 
trixes are impressed, or electro- 
type processes are used to pro- 
duce metal copies. The mats or 
metal reproductions then are 
mailed to the newspapers with 
orders to run. The material is 
placed in page forms, put 
through the processes and on the 
press, then to the printed copy 
and the subscriber. While all this 
is going on within the newspaper 
plant, compositors (printers) sit 
at their machines and laboriously 
peck out an exact duplicate of 
the typed material. It then is set 
in page form. After that it is 
thrown into the “Hell Box” (the 
composing room equivalent of a 
wast-basket), and at shift’s end 
the type is melted down. The 
printers are paid full time, in ex- 
cess of $3 an hour, for material 
set by them but never intended 
to be used. 


Conclusion 


From the above, it is clear that 
elimination of featherbedding 
must be the first step in any 
Labor negotiation, for otherwise 
Labor’s claim of greater pro- 
ductivity is absurd. It just 
doesnjt exist because, on the one 
hand,} featherbedding is an im 
portant factor in higher costs} 
as can be seen from the above; 
and on the other hand, the in- 
creases in productivity are, in 
the main, due to the great ad- 
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vances in productive machinery 
developed at enormous expense 
during World War II, when we 
were serving as arsenal for our 
Allies — and in the _ post-war 
period, to achieve profitable ope- 
rations in the face of the continu- 
ing annual Union demands for 
still higher wages. 

| The situation has now built up 
to a crisis, with the influx of 
foreign goods in our markets 
heavily undercutting our prices, 
and the serious loss of our export 
trade in idustries employing some 
four million people} 

Union leaders must look ahead 
and adjust to growing competi- 
tion from the newly industrial- 
ized nations in Europe and Asia 
benefitting from the know-how 
and facilities afforded them un- 
der our Point Four Plan. It is a 
time for statesmanship—not sel- 
fish politics—in order that we 
may solve the steel impasse, 
which will set the pattern for the 
many contracts coming up for 
settlement soon in a number of 
industries. END 





As | See It 
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nullify the law of supply and demand, 
and inevitably would stifle uninhibited 
competition and result in higher prices 
for the consumer. 

“Our people have come far since or- 
ganization of the state in 1816 with- 
out such a law. And we have seen 
other states, where such regulation is 
enforced, get into grave fiscal and gov- 
ernmental difficulties because their eco- 
nomy was thus regimented. 

“A small army of state government 
employees would be required to enforce 
this law. The litigation resulting un- 
der it would needlessly fill the calen- 
dars of our courts. The inevitable and 
invariable result would be higher prices 
which the consumer would be compelled 
to pay.” ' 

In Washington, Senator Spark- 
man had our article calling atten- 
tion to this situation reprinted in 
full in the report of the Hearing 
before the Select Committee on 
Small Business — United States 
Senate — dated April 8, 1959. 
(As is true of many other fea- 
tures appearing in The Magazine 
of Wall Street, which in many in- 
stances have been reprinted in 


| the Congressional Record.) 


We are sending a copy of this 
editorial, as well as the original 
story, to every member of the 
Supreme Court — so crucial do 
we consider this matter. END 








The Trend of Events 





(Continued from page 311) 


tees. It would be a progressive) 
step if the Senate would pigeon.) 
hole or reject T.V.A’s request for 
a carte blanche to issue their OWn] cess 
revenue bonds — which would 















continue to swell that half of our S 
debt which is camouflaged from 
public view. 
In the interests of fiscal hon- 
esty, it would serve a valuable A 
purpose to draw up in one list 
the enormity of our full debt Fe 
commitments — as a realistic 
guide to our Congressmen and] the 
money managers. END@| defi 
tha 
7 Thre 
High Flying Glamour vari 
Stocks om 
- Pro, 
(Continued from page 322 
chandising business like any-4] pro 
thing else; stocks move and | 
prices change for a variety of 
reasons. As we have pointed out,#]| Pre 
this is often because an industry 
or stock group catches public at- 
tention and becomes “fashion- 
able”. Groups move as they arej}} Pre 
recommended and sold by thelf) Ts 
financial community. First, a cer-]]} 
tain group will appear inviting,]| su, 
and it is recommended on an in-f} Ch 
vestment basis and often first} -- 
sold to substantial buyers. The}}} ? 


ideas are frequently appropriated 
by some brokers or dealers, and 
the stock is then sold to indivi-} 
duals who in turn often give out! 
the plain facts as related to them) 
by their informant, in the form 
of a “tip” to friends. As stocks 
move upwards, they attract at- 
tention to themselves and gene- 
rate publicity. Many chartists 
and tape readers want to buy! 
the stocks which are outperform- 
ing the market which then gives 
a group an added boost. Finally, y 
however, stocks reach a price} 

where they become so obviously 

overvalued that the institutions 

start to bail out and so on down 

the line leaving some investors S 
holding the bag. Since no one : 
can say how high is high, when 

a stock or group makes an up- 6 
ward move based on emotion 

rather than on reality, our an- 12 
swer is that if one continues to 

buy reasonable value and avoids! com 
speculative fever, the success of | once 
an investment program ever the} snni 
longer term is far more readily |°4" 


8c 
assured. END| dedu 
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SOUND PROGRAM 
FOR 1959-60 


A FULLY ROUNDED SERVICE 


For Protection— Income—Profit 


There is no service more practical . . . more 
definite . . .more devoted ta your ‘aterests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims . . . with definite advices of what 
and when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with !arge 
dividend payments. 

Program 3 — Sound stocks in medium and lewer- 
priced ranges to be recommended 
at under-valued prices for sub- 


(6614 Points Profit Available 


On 21 Forecast Stocks 


Te audit of our open position at the end of April shows 
81014 points gain — 4414 points loss — on 21 stocks held. 
These substantial profits have been spurred by stock-splits, 
new contracts, higher earnings, and increased dividends. 


—McDonnell Aircraft, recommended at 361, on February 
3, quickly hit a high of 4934 on news of huge contract 
awards — and its move to the Big Board. 


—Of 3 Forecast “buys” chosen last June, Beech Aircraft, 
which announced a new division to finance plane sales, 
has risen from 26%, to 38 ... Denver & Rio Grande 
Western has proposed a 3-for-1 split and sprinted from 
39, to 594% ... while Southern Pacific rose from 45 to 
a new peak of 70 on increasing earnings. 


—International Tel. & Tel. recently reported a 19% in- 
erease in earnings, raised its dividend and split its shares 
2-for-1 so the present price is equal to 80 for the unsplit 
shares which we advised clients to buy at #8. 
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COLUMBIA PICTURES 
CORPORATION 


lp The Board of Directors at 
= a meeting held today de- 
clared a 24% stock divi-+ 
dend on its outstanding} 
Common Stock and Voting] 
Trust Certificates for com- 
mon stock, payable in com-| 
mon stock on July 30, 1959 

MBIA to stockholders of record 
<r Trews JUDE 30, 1959. 


LEO JAFFE 
First Vice-Pres. & Treas. 


New York, May 28, 1959 


REGULAR 
QUARTERLY 
DIVIDEND 


§ : The Board of Directors has 

B declared this day 

COMMON STOCK DIVIDEND NO. 100 
This is a regular quarterly 
dividend of 


25¢ ane 


Payable on August 15, 1959 
to holders of record at close 
of business July 20, 1959 
Milton C. Baldridge 
Secretary 

June 4, 1959 


THE COLUMBIA 
GAS SYSTEM, INC. 





























Great Britain 





(Continued from page 325) 


Britisher will have more to spend 
—and find more to buy—in the 
next year, than he has had at any 
time since the end of the war. 

This is partly due to a delibe- 
rate Government decision last 
fall to stimulate demand at home 
by relaxing some of the controls 
which had been imposed since 
mid 1955. The strategy behind 
this was to fight the downturn in 
overseas trade, caused mainly by 
the recession, and to fight some 
tendency toward increased un- 
employment in Britain. The most 
important decision was to ease 
restrictions on installment buy- 
ing. In the last three months of 
1958, there was a sharp rise in 
British spending at home as a re- 
sult of these moves. Car sales 
shot up 35 per cent and pur- 
chases of other durable items 
almost as much. 

Unemployment Still a Problem 

Unemployment, however, re- 
mained a problem—by British 
standards. About 214 per cent of 
the British labor force, 253,000 
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men and women, out of work by 
the end of the year, particularly 


in iron, steel, textile and en- 
gineering industries. In the first 
three months of this year, the 
employment picture has bright- 
ened. But the unemployment 
figure still remains _ slightly 
above two per cent. And when- 
ever unemployment climbs above 
this figure, the British Govern- 
ment gets nervous—especially in 
an election year. 

To combat this, the Govern- 
ment has been pushing exports 
with renewed emphasis. It has 
been coupling this drive with ap- 
peals for manufacturers and ex- 
porters to keep their prices down, 
so that the British can compete 
successfully. They are rightfully 
worried about sales in the Euro- 
pean common market, although 
thus far their exports to West- 
ern Europe have held up sur- 
prisingly well, considering that 
they are not a member of the 
“club.” 


Trade With the Soviet 

The British export drive, com- 
ing at a time when Prime Min- 
ister Macmillan is pushing a 
softer line toward Russia than 
his allies, has roused suspicions 
in many Western capitals. The 
British fiercely resent even 
whispers that they are ready to 
appease Moscow for the sake of 
more trade. Publicly and private- 
ly, British leaders have vowed to 
stand firm with their allies to re- 
sist any Soviet effort to push the 
West out of Berlin. But this has 
not eased the suspicions, particu- 
larly in France and West Ger- 
many, and, to some extent, even 
among top State Department offi- 
cials. Many Western leaders 
privately believe that Macmillan 
is primarily interested in a sum- 
mit meeting so that it could lead 
to more East-West trade, with 
Britain getting an ample share 
of this. 

The British hotly deny this. 
Macmillan’s views are not dictat- 
ed by trade policy, they say, but 
by a genuine desire to reach a 
tenjsion - relaxing agreement 
which will lessen the danger of 
an atomic-hydrogen war. To 
prove their steadfastness, the 
British have repeatedly spurned 
Russian appeals for credits to 
make possible a gigantic increase 
in British-Soviet trade. A British 
trade mission, after weeks of 
negotiations, signed a five-year 





trade agreement with the Soviet 
in Moscow on May 25. But al 
though this provides for a 33 pe 
cent increase in British pur 
chases in Russia, it does not opel 
the way for any dramatic vp 
surge in Soviet purchases fron 
Britain. Further, it provides fo 
no trade in strategic raw ma 
terials and machinery, which thé 
rest of the allies have barra 
from shipment to Russia. 

Actually, the agreement signe 
is a modest one. British pur 
chases in Russia last year total 
led about 160 million dolla:s 
Russian purchases in Britais 
amounted to only 84 million. So 
viet buying is expected to go oy 
but only slightly, as long as Brij 
tain, like the United States, 14 
fuses to finance a strengthenin 
of Russia’s economy by loans. 

During the time, the Britisi 
trade mission was in Moscow 
rumors spread in several West! 
ern countries that the Britis! 
were about to upset allied unity 
by extending a huge loan to thé 
Soviets. The State Department 
picked up the report also and 
promptly asked the British, whe 
indignantly denied it. Neverthe 
less, the State Department care. 
fully watched the negotiationg 
afterward. 

Soviet negotiators redoubled 
their pressure for credits in thé 
last phase of the talks... but th 
British stood firm. In the end, thd 
Russians gave in. The Britisl 
proudly announced their agree 
ment, and allied suspicions wer¢ 


eased—at least for a _ while 
though further reassurances wil 
be welcomed. EN 
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(Continued from page 345) 


sues go, at 30, off from recent 
high of 37. But there is a pos- 
sible “kicker.”’ The company will 
release later this year the super 
spectacular picture “Ben Hur”, 
on which some $15 million has 
been spent. Advance trade in; 
terest suggests that this film 
might join the ranks of the 
super-hits in box-office return 
such as “Gone With The Wind” 
and “Around The World in 8 
Days.” If so, present purchases 
of the stock would pay off — 
possibly quite well. But in show 
business, of course, only thd 
public decides what is a hit and 
how long it may be a big suc; 
cess. END 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $100,000 or More!) 


Most investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held unde 
the constant observation of a trained, experi- 
enced Account Executive. Working closel) 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








be ull information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us aq list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee... 
can benefit you. 


and to answer any questions as to how our counsel 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 
120 WALL STREET 


NEW YORK 5, N. Y. 

















Cars that say je peux and cars that say Can Do are meeting each other regularly nowadays, 
all around the world. Since Chrysler Corporation took over distribution of Simca, this impeccably 
engineered French car has moved into 4th place in American import sales, as well as expanding 
rapidly abroad. Can Do cars of The Forward Look also enjoy world-wide sales, through our 


Export Division. We look forward to expanding opportunities in an expanding world marketplace. 


CHRYSLER CORPORATION 
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